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The Demand For Aircraft 
And The Aircraft Industry, 1907-1958* 


HE invention of the airplane by Wilbur and Orville Wright in 

1903 marked the beginning of an industry which has grown to be 
the largest single manufacturing ernployer in the United States." Once 
the airplane was invented, there was wide-spread expectation that pro- 
ducing aircraft would be a very profitable business. 

Even the Wright brothers, who previously were concerned only with 
proving that flight was a possibility,” became motivated by the profit 
prospects in the industry. In response to a request from the Ordnance 
Board of the United States War Department, on May 31, 1907, the 
Wrights submitted a formal offer to sell one of their flying machines for 
$100,000. The War Department did not accept this proposal. Later that 
year, however, the United States Army Signal Corps advertised for 
competitive bids on an airplane and accepted that of the Wrights. On 


* This paper is a somewhat condensed version of the first chapter of my unpublished doctoral 
dissertation, “Economics of the Aircraft Industry” (Seattle: University of Washington, 1959). 
I am indebted to Dean A. Worcester, Jr. for helpful comments on a previous draft. 

1 This is according to the industrial classifications used by the Department of Labor. In 
February 1959 there were 756,600 workers in the aircraft and parts industry compared to 
724,100 workers employed in the second-ranking, that for motor vehicles and equipment. U.S. 
Department of Labor, Monthly Labor Review, LXXXII (May 1959), 596. 

2It appears that the Wrights were not motivated to invent their airplane by an economic 
incentive. Orville Wright is quoted as saying: “At the time we first flew our power plane we 
were not thinking of any practical uses at all. We just wanted, to show that it was possible to 
fly.” Orville Wright, How We Invented the Airplane, ed. by Fred C. Kelly (New York: David 
McKay Co., 1953), p. 78. 
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February 10, 1908 the brothers signed a contract for the sale of an air- 
craft for $25,000.° 

Although the Wrights applied for a patent on their flying machine 
early in 1903, enough variations in the structure of an airplane were 
believed possible to encourage others to enter the industry. The Curtiss 
Motor Company was formed in Hammondsport, New York, in 
November 1907 to manufacture airplanes as well as other motor vehi- 
cles. Actually Glenn H. Curtiss is credited with having built and sold 
the first “commercial” airplane in the United States.* The Wright 
Company was not founded formally until November, 1909 to operate 
the factory located in Dayton, Ohio, and about the same time the Glenn 
L. Martin Company was organized in Santa Ana, California. 

Although these three companies stand out in early aircraft manu- 
facturing, their prominence could not obscure the tremendous response 
in the rest of the industry. In 1911, private individuals built more than 
750 airplanes. From 1911 through 1913 no less than 139 companies were 
formed to manufacture others.° 

The expectations of the early manufacturers, however, were not 
justified; few airplanes were sold for either commercial or military 
purposes. Producers were further disillusioned when lawsuits devel- 
oped over infringement of patent rights between the Wright brothers 
and other manufacturers, notably the Herring-Curtiss Company and 
Glenn H. Curtiss. These patent lawsuits were settled in most cases by 
1914. 

With impending war in Europe, as early as 1912, small orders for 
American aircraft and aircraft engines were being received from Russia, 
Roumania, Japan, and even Mexico. The value of aeronautical exports 
jumped from around $100,000 in 1912 to $226,149 in 1914.° In the 
latter year, out of a total of only 49 aircraft sold, 34 were exported. 
Aside from the foreign demand during this period, the market for 
aircraft was growing but slowly; commercial aviation had not yet 
developed, and the Federal government’s demand increased only 
gradually with the recognition of the potential of a military air arm. 


3 Note that when the Wrights were placed in a competitive situation, their asking price 
declined by 75 per cent. The Army also signed contracts with two other bidders, A. M. Herring 
and J. F. Scott. Fred Hamlin and Eleanor Thayer Miller, eds. The Aircraft Year Book, 1955 
(Washington: The Lincoln Press, 1956), p. 386. 

4 Eaton Manufacturing Company, A Chronicle of the Aviation Industry, 1903-1947 (Cleve- 
land: Eaton Manufacturing Co., 1948), p. 8. 

5 Ibid., pp. 13-15. 

6 Civil Aeronautics Administration, CAA Statistical Handbook of Civil Aviation, 1957 (Wash- 
ington: Government Printing Office, 1957), p. 65. 
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II 


The aircraft industry experienced a period of tremendous growth 
during World War I. Prior te 1917 the increase in demand was prin- 
cipally for exports. In 1917 and 1918, when the United States was ac- 
tively in the war, by far the greatest percentage of sales was to the 
United States Government and exports were relatively a much less 
important component of total demand. However, the number and 
value of all aeronautical exports, including engines and other aircraft 
parts, rose significantly as Table 1 indicates. 


TABLE I 
UNITED STATES AIRCRAFT PRODUCTION AND EXPORTS 
1914-1918 
Per Cent Value of Value of Ali 


Aircraft Aircraft Exports of Aircraft Aeronautical 
Year Produced Exported Production Exports Exports 


1914 49 34 69 $ 188,924 $ 226,149 
1915 178 152 85 958,019 1,541,446 
1916 411 269 65 2,158,345 7,002,005 
1917 2,148 135 6 1,001,542 4,135,445 
1918 14,020 20 I 216,120 9,084,097 


Source: Civil Aeronautics Administration, CAA Statistical Handbook of Civil Aviation, 1957 
(Washington: Government Printing Office, 1957), pp. 58, 65. 


After the war got underway, the Allies appealed to the United States 
for 25,000 airplanes.’ At the time this country had an estimated capac- 
ity to produce only 1o per cent of that number. Only five of the com- 
panies had ever manufactured more than 1o airplanes, and the largest 
company, Curtiss Aeroplane and Motor Corporation, could turn out 
about 1,500 annually. Even by 1917 the nation’s manufacturers had 
capacity to produce only 7,200 airplanes per year. 

When the United States entered the war on April 6, 1917 it had less 
than 300 military aircraft. This was an insignificant number in contrast 
to the 40,000 airplanes that the Joint Army and Navy Technical Board 
recommended should be produced by July 1, 1918.° Appropriations for 
military aviation increased from $1,800,000 in 1916 to $22,500,000 in 
1917. But before manufacturers could expand production they had to 
make arrangements with the basic patent holders, the Wright Com- 

7 Howard Mingos, Birth of an Industry (New York: W. B. Conkey Co., 1930), p. 15. 


8G. W. Mixter and H. H. Emmons, United States Army Aircraft Production Facts (Washing- 
ton: Government Printing Office, 1919), p. 7. 
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pany and Curtiss Aeroplane and Motor Company, in order to produce 
aircraft of proven design. The Manufacturers Aircraft Association, 
organized in February 1917, provided membership for any aircraft 
builder and the issuance of licenses between members.’ 

Two factors led to extremely high corporate profits. The government 
lacked experience in dealings with the industry, and important gov- 
ernment officials had close personal connections with it. For example, 
the Dayton Wright Company was granted a contract to produce 
Dehavilland airplanes at an estimated production cost plus a maximum 
profit of 1244 per cent; the company was to retain 25 per cent of the 
savings arising from lower production costs. Actual per unit cost turned 
out to be $4,400 instead of $7,000, which meant the company realized 
a net return of $1,525 per aircraft. Ford, Fisher Body, Packard, Lincoln, 
and others made fantastic gains in aeronautical production.”® Post-war 
investigations of the industry’s profits resulted in censure of the industry 
for its lack of responsibility in wartime. 

At the time of the Armistice the United States was producing air- 
craft at the rate of 21,000 planes per year and employment in the 
industry had risen from 5,000 at the outset of the war to 175,000. Be- 
tween April 1917 and November 1918 a total of 13,894 airplanes was 
delivered to the government on contract at an aggregate cost of 
$113,721,043.' The aircraft industry, exclusive of other wartime pro- 
ducers of aircraft such as the automotive industry, produced 9,742 of 
these airplanes, and 14,765 of the 41,953 aircraft engines. The total ex- 
penditure on all aircraft components was approximately $350,000,000 
of which about 70 per cent was for engines.” The specialized aircraft 
manufacturers produced, therefore, approximately 70 per cent of the 
aircraft and only about 34 per cent of the aircraft engines. 


® The principal patent holders, the Wright and Curtiss companies, were members of the 
association. At the outset, the patent holders received $200 for each plane of their design pro- 
duced by a licensee, but the licensee included this in the price charged the government. Public 
indignation led to a new agreement between the Manufacturers Aircraft Association and the 
government which cut the patent royalties in half. Mingos, Birth of an Industry, pp. 39-40. 

10 Charles Evan Hughes, Report of Aircraft Inquiry (Washington: U. S. Justice Department, 
1918), p. 137. 

11 Eaton, Chronicles, p. 20. 

12 [bid., and Mingos, Birth of an Industry, pp. 46-47. Whether military aviation and the 
aircraft industry of the United States made enough of a contribution to the winning of the war 
to justify their expense is a subject of some controversy. Elsbeth Freudenthal’s position is that 
government war expenditures of $1,068,637,739 for military aviation were not justified when 
the end product was only 196 planes at the front at the time of the Armistice. Elsbeth Freuden- 
thal, The Aviation Business (New York: The Vanguard Press, 1940), pp. 58-59. On the other 
hand, Howard Mingos, a former official of the industry, has pointed out that after considering 
what the government regained through post-war liquidation, the net cost of wartime aviation 
was less than $400,000. Mingos, Birth of an Industry, p. 44. 
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Ill 


Three days after the Armistice more than $100,000,000 of aircraft 
contracts were cancelled. Within three months the industry had con- 
tracted to 10 per cent of its wartime strength. Few of the 24 aircraft 
companies existing at the time of the Armistice survived that contrac- 
tion and those remaining liquidated surplus plants and cancelled sub- 
contracts; the latter actions forced the automotive industry completely 
out of the aircraft business. Production shrank from 14,020 aircraft in 
1918, to 780 in 1919 and to a post-war low of 263 in 1922. Contro- 
versy between the Army and Navy over the airplane versus the 
battleship resulted in failure to formulate a firm policy for the devel- 
opment of military aviation and whatever civilian demand existed was 
largely supplied by the disposal of surplus military aircraft. 

The impact of the “barnstormers” and the record-breakers of the 
early 1920's was evidently not a significant factor in creating an in- 
creased demand for civil aircraft. When the War Department opened 
the first air mail route between New York and Washington in May 
1918, the American Aviation Mission expressed the view that this move 
might ultimately provide a small market for planes. The industry’s 
growth was impeded, however, by the lack of adequate airports and 
landing facilities, weather reporting, and air laws. Finally, the clamor- 
ing of the American Aviation Mission, the National Advisory Com- 
mittee for Aeronautics, the Aeronautical Chamber of Commerce, and 
General William Mitchell moved President Coolidge to appoint Dwight 
W. Morrow to investigate airpower needs of the nation. The recom- 
mendations of the Morrow Board resulted in the passage of several acts 
which were to assist the industry significantly. 

The first of these acts was the Kelley Bill or Air Mail Act of 1925. 
The purpose of the act was “to encourage commercial aviation and to 
authorize the Postmaster General to contract for air mail service.” 
The legislation removed the government from the operation of the air 
mail lines which it had undertaken since 1918 and turned the task over 
to private operators. 

In 1926 a major step was taken with the passage of the Air Com- 
merce Act.’* This act, the forerunner of the Civil Aeronautics Act of 
1938, charged the Secretary of Commerce with the responsibility for 


13 U. S. Statutes at Large, 43, Part 1 (1923-1935), pp. 805-06. 
14U. S. Statutes at Large, 44, Part 2 (1925-1927), pp. 368-76. 
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fostering air commerce through the establishment of airports, civil air- 
ways, and navigational aids. It also gave him authority to insure safe 
operations by providing for registration and certification of aircraft 
and flying personnel. 

An increased demand for the products of the industry was assured 
with the passage of the Navy Five-Year Program ** in June 1926 and 
the Army Five-Year Program in July of the same year. The Navy pro- 
gram provided for the procurement of 1,614 aircraft between the fiscal 
years 1927 and 1931. The Army program, included in the Air Corps 
Act of 1926,”° authorized the Secretary of War to equip the Army with 
up to 1,800 serviceable airplanes in the same period. Federal expendi- 
tures for aircraft had increased from $6,000,000 in 1922 to $12,000,000 
in 1926 and, with the growing prosperity, the output of civil aircraft 
had grown to represent 55 per cent of the total output in the latter year. 





IV 


The next year, 1927, was one of history-making flights and almost 
over night flying increased significantly in popularity, in part as a 
consequence of these feats. This development, coupled with the gov- 


ernment support provided for in the legislation of 1925 and 1926, led to 
a notable expansion in aircraft manufacturing. Output increased from 
1,186 aircraft in 1926 and reached a peak for the period of 6,193 in 
1929, and aircraft sales had risen from $21,162,000 in 1927 to $71,153,000 
in 1929. 

The expansion of existing firms and the entry of new ones gave the 
industry capacity of between 15,000 and 20,000 planes per year by the 
end of the twenties. There were then an estimated 286 companies 
manufacturing airplanes. However, only about half of the 6,193 aircraft 
produced in 1929 were sold that year.’ Although exports increased 
somewhat, the increase in production and domestic sales of civil aircraft 
was the outstanding development between 1927 and 1929. The growth 
in civil aircraft was from 652 units in 1926 to a high of 5,516 in 10929. 

The prospects for increased profits from aircraft manufacturing 
which induced the expansion also led to vertical and horizantal integra- 
tion. Although the interests of the major organizations in the aviation 
industry were very intertwined, it appears that five more-or-less definite 


18 Ibid., pp. 764-68. 
16 Ibid., pp. 784-00. 
17 Freudenthal, The Aviation Business, pp. 117-18. 
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interest groups existed; the Curtiss-Wright Corporation, the Detroit 
Aircraft Corporation, United Aircraft and Transport Company, the 
Cord Corporation, and General Motors.'* Ownership or control of air- 
craft manufacturing firms along with those of air transport was the most 
prevalent form of vertical combination. Such organization was sought 
to secure financial strength for competition and expansion, and to assure 
markets for the manufacturers of aircraft. These combinations obvi- 
ously had a survival value: when the industry underwent the violent 
contraction following the crash of 1929, those manufacturing firms in- 
tegrated with air transport survived while most of the independents 
went into bankruptcy. 

United Aircraft and Curtiss Wright had by far the greatest share of 
tota! sales in the period 1927-1933 and the greatest proportion of gov- 
ernment aircraft orders, as Table 2 indicates. Curtiss Wright and 


TABLE 2 
AIRCRAFT AND ENGINE SALES, 1927-1933 








Per Cent Per Cent 
of Total of Total Per.Cent 
Government Government Commercial Commercial of Total 
Companies Sales Sales Sales Sales Total Sales Sales 





o A. eT. $50,184,443 39-7 $28,056,208 48.0 $78,240,651 42.3 
(Boeing, 

Chance Vought, 

Pratt & Whitney) 

Curtiss-Wright 44,755,590 35.4 26,813,517 , 71,569,107 

(Curtiss, Wright, 

Keystone) 

Douglas 14,437,623 11.4 1,412,790 2.4 15,850,413 8.6 
Glenn Martin 9,895,605 78 none 9,895,605 5.4 
Consolidated 4,307,632 3.4 1,118,231 1.9 5,425,863 2.9 
Great Lakes 2,451,993 1.9 905,719 1.5 3,357,712 1.8 
Grumman 452,195 4 153,492 3 605,687 a 





Totals $126,485,081 100.0 $58,459,957 100.0  $184,945,038 100.0 





Source: Elsbeth Freudenthal, The Aviation Business (New York: The Vanguard Press, 1940), 
p. 120. 


United had approximately 75 per cent of the military business. The 
other 25 per cent was divided largely among the five leading inde- 
pendents, and virtually nothing in the way of military sales went to the 
remaining 279 or more firms. Furthermore, the vertically integrated 

18 For detailed accounts concerning the numerous companies controlled by each of these 
organizations, see Eaton, Chronicles, pp. 45-46; Freudenthal, The Aviation Business, pp. 100-01; 


and William Glenn Cunningham, The Aircraft Industry: A Study in Industrial Location (Los 
Angeles: Lorrin L. Morrison, 1951), p. 37- 
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organizations, including the leading manufacturers, were getting prac- 
tically all of the government air mail payments. In 1933 the United 
Aircraft combination received 36.45 per cent of the total air mail pay- 
ments; General Motors affiliates received 29.72 per cent; and American 
Airways, which was controlled by Cord, had 23.67 per cent.’® The re- 
ceipt of government air mail business not only strengthened the posi- 
tions of the combinations directly but it was also an important factor 
in creating and sustaining a demand for the commercial aircraft pro- 
duced by the manufacturers within these combinations. 

Although per share earnings dropped after 1929, the profits as a per 
cent of costs of the surviving large manufacturers were high for the 
entire period under consideration. Boeing made an average of 21 per 
cent on its Navy contracts and 25 per cent on Army contracts; Douglas 
made 21 per cent on its Navy sales and 18 per cent on Army sales. Pratt 
and Whitney, which together with Wright Aeronautical were practi- 
cally the only producers of aircraft engines in the period, made profits 
which were usually in excess of 40 per cent per year.” Following the 
stock market crash of 1929, however, sales of the aircraft industry con- 
tracted almost as rapidly as they had expanded during the “Lindbergh 
Boom.” By 1933 they had fallen to $26,460,000, and literally scores of 
companies were forced out of business. Military aircraft procurement 
dropped off upon completion of the five-year programs in 1931, but it 
was primarily the decreased demand for civil aircraft which brought 
the severe retrenchment in the industry. At the 1929 peak, 5,516 civil 
aircraft were produced; in 1932 there were only 802. 

In part foreign demand helped to keep up the output. Exports in- 
creased during the period. From 63 aircraft valued at $848,568 in 1927, 
exports rose to 490 valued at $8,195,484 in 1934. This represented a 
considerable proportion of the 1,615 aircraft produced in the latter 
year. The exports in most cases during this period were for purposes 
of defense or waging war: “Where there were revolutions, wars, or 
threats of war, there were our aircraft customers.” * 

The interlocked positions of the major air transport companies and 
the large aircraft manufacturers had been under criticism for some 





19 Boeing School of Aeronautics, Air Transportation, Part One (Oakland Airport, California: 
Boeing School of Aeronatuics, 1938), p. 29. 

20 Freudenthal, The Aviation Business, pp. 123-24. Profits as a per cent of costs or sales is 
certainly a less meaningful measure than profits as a per cent of net worth. Strangely enough, 
most of the literature on the industry, including government publications, considers profits on 
the base of costs or sales. 

21 Tbid., p. 143. 
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time, but not much action was taken before the Crane Committee 
reported. It expressed the view that business combinations had pre- 
vented the free growth of aviation and had resulted.in waste of public 
funds through higher air mail rates and the payment of huge salaries 
to company officials.” The Crane Report resulted in the passage of the 
Air Mail Act of 1934, the purpose of which was “to revise air mail 
laws, and to establish a commission to make a report to the Congress 
recommending an aviation policy.” ** Section 7 (a) of this act provided 
that after December 31, 1934, it would be unlawful for any party 
holding an air mail contract to have any other interests in the aviation 
industry other than those in direct support of its transport operation. 
The manufacturing and transport operations of the big aviation firms 
would have to be completely separated if they were to benefit by 
governmental subsidization of air transport operations. The aviation 
combinations responded in accordance with the legislation, rather than 
experience the loss of the government air mail business. As far as the 
principal airframe manufacturing companies were concerned, the Air 
Mail Act of 1934 had special significance as anti-trust legislation. 





V 


Production of aircraft diminished in 1932 and 1933. This was coinci- 
dent with a declining civil demand as the depression progressed and 
with the completion of the Army and Navy five-year programs. No 
new government program was devised until the middle of 1934. 

After the Baker Board, appointed to investigate the status of Ameri- 
can air power, stated that commercial demand was not adequate to 
maintain the industry,”* new government encouragement followed. The 
Baker Board recommended an increase in the number of Army air- 
craft to 2,230 by 1940. The Vinson Act, passed in 1934, authorized the 
Navy to buy 1,200 planes by 1940. Table 3 illustrates the impact of the 
new five-year programs as they got well underway in 1936. When it 
became increasingly evident that the United States was lagging behind 
other countries in air power, new authorizations were made in 1938 and 


22 U. S. Congress, Committee on Post Offices and Post Roads, House Report 2087, 72d Cong., 
2d Sess. (Washington: Government Printing Office, 1933), p. 20. 

23 U. S. Statutes at Large, 48, Part 1, (1933-1934), Pp. 933-39. 

24 Special Committee on Army Air Corps, Final Report (Washington: U. S. War Department, 
July 18, 1934). 
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1939 to increase the number of aircraft in the Navy to 3,000 and to 
6,000 for the Army. 

Finally, on May 16, 1940 President Roosevelt made what at that 
time appeared to be a fantastic request of the industry: “I should like 
to see this nation geared up to the ability to turn out at least 50,000 
planes a year. Furthermore, I believe that this nation should plan at 
this time a program that would provide us with 50,000 military and 
naval planes.” * By the end of 1940 capacity was expanding and mili- 
tary production had increased to 6,019 units. 


TABLE 3 


AERONAUTICAL PRODUCTION AND EXPORTS, 1935-1940 





Per Value of Per Cent 
Aircraft Cent of Aircraft Value of Exports 
Aircraft Production Ex- Output and Parts Aeronautical of Total 
Year Military Civil Total ported Exported Produced Exports Value 








1935 459-1251 1,710 333 20 $ 45,347,000 $ 14,291,000 32 
1936 1,141 1,869 3,010 527 18 N.A, 23,143,000 
1937 949 2,824 3,773 628 17 149,700,000 39,404,000 26 
1938 1,800 1,823 3,623 875 24 N.A. 68,228,000 
1939 2,195 3,661 5,856 1,220 21 279,497,000 117,807,000 42 
1940 6,019" 6,785 12,804 3,522 28 370,000,000 311,871,000 84 





® Includes value of output of July through December only. 
b Represents domestic civil only; data on new aircraft produced for export not available. 
N.A.—Not Available. 
Sources: Civil Aeronautics Administration, CAA Statistical Handbook of Civil Aviation, 1957, 
pp. 58, 65. Ben S. Lee, ed., Aviation Facts and Figures, 1957 (Washington: American Aviation 


Publications, 1957), p. 12. 


The demand for aircraft exports from the United States increased 
as international relations deteriorated. The rise in exports following 
1935 was the result of several causes: difficulties within foreign nations, 
difficulties between nations, and the slackening in foreign competi- 
tion. Great Britain, France, Germany, and Italy were building their 
own air defenses instead of competing with the United States in foreign 
markets to the extent they had done previously. Because of the un- 
settled conditions in Asia and Latin America from 1935-1938, these 
areas accounted for around two-thirds of American aircraft exports. 
By the end of the first nine months of 1939, French and British im- 
ports accounted for 71 per cent of the value of United States aircraft 
exports. In the short period of five years to 1940, the quantity of our 

25 U. S. Congress, Address of the President of the United States on National Defense, House 


Miscellaneous Documents, II, No. 751, May 16, 1940, 76th Cong., 3d Sess., (Washington: Gov- 
ernment Printing Office, 1940), p. 3. 
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aircraft exports increased more than 1,000 per cent and aeronautical 
exports rose to more than 21 times their former value. 

The production of civil aircraft also gained significantly during the 
period from 1935 to 1940. It increased almost fourfold to a total of 
6,785. Production of civil aircraft for the domestic market increased 
from 918 airplanes in 1935 to 3,263 in 1940. The gain in sales of light 
planes can be attributed to the improvement of general business con- 
ditions, the better flying facilities provided by the government, and the 
lower prices of these aircraft.” At the same time, commercial airlines 
were carrying more passengers and flying more revenue passenger 
seat miles as flying safety improved and air passenger rates decreased. 
Although air operations increased, the number of commercial air- 
craft in service declined for a time, from 363 in 1935 to a low of 260 
in 1938, but it had increased again to 369 by 1940. Dollar sales of 
commercial aircraft had improved because of a general conversion 
toward larger, more expensive, twin-engined aircraft.” 

On September 11, 1940, the War Department followed up President 
Roosevelt’s request for 50,000 planes a year by informing aircraft 
manufacturers to tool up for mass production orders. From a rank, by 
value of product, of forty-fourth in 1939, the United States aircraft 
industry was soon to become the largest in the world. 





VI 


Almost three months after President Roosevelt’s request for 50,000 
airplanes, orders had been placed for only 16,000. It was not until 
July 2, 1940 that emergency legislation gave the services the authority 
to grant contracts to manufacturers without going through the more 
lengthy procedure of obtaining competitive bids. The Vinson-Trammell 
Act, which restricted profits on contracts, was suspended in October 
1940, and new legislation was passed providing for accelerated amorti- 
zation of defense facilities. With greater certainty concerning the 


26 Aircraft Industries Association, Aviation Facts and Figures, 1945 (New York: McGraw-Hill 
Book Co., 1945), Pp. 73. 

27 In 1932 Douglas had sales of $2,000,000; in 1937 its sales were almost $21,000,000, largely 
as a result of the increase in demand for its larger transport aircraft. Frank Cunningham, Sky 
Master, the Story of Donald Douglas (Philadelphia: Dorrance and Co., 1943), pp. 213, 257. 

28 Emergency facilities could be amortized over a five year period for tax purposes. Tom 
Lilley, et al., Problems of Accelerating Aircraft Production During World War II (Boston: Divi- 
sion of Research, Harvard Business School, 1947), p. 27. 





372 G. R. Simonson 





status of costs and profits, the aircraft companies entered into produc- 
tion contracts and began to expand their facilities. 

After the Japanese attack on Pearl Harbor, the Materiel Division of 
the Air Service got all aircraft factories to operate on three shifts, each 
on a 48 hour week.” It was estimated that this would boost output by 
30 per cent. As the scale of production increased, assembly line methods 
were used more extensively and greater specialization of labor was 
afforded.” As a consequence, and with the use of training programs, 80 
per cent of the workers were able to learn their jobs in six to twelve 
weeks.”* 

Between June and December of 1940, aircraft companies invested 
$83,000,000 in new plants and equipment. The government sought to 
facilitate the expansion by building and leasing plants to manufacturers 
through the Defense Plant Corporation, and by granting loans for 
constructing privately owned facilities through the Reconstruction 
Finance Corporation. The Defense Plant Corporation gave the man- 
ufacturer a future option to buy the plant, and the Reconstruction 
Finance Corporation offered him the option to sell the plant to the 
government. Subsequent to October 1940, investment in emergency 
facilities could be written off on a five year basis for tax purposes. As 
it turned out, however, the government financed and retained owner- 
ship to most of the facilities constructed during the war. Of the 
1,955,013,000 pounds of airframe weight accepted from 1940 through 
1944, a total of 1,019,980,000 pounds was produced by major plants 
in existence prior to 1940; 635,017,000 pounds were produced by major 
new plants managed by aircraft companies; and 184,630,000 pounds 
were produced by major new plants not managed by aircraft com- 


29 Harold B. Hinton, Air Victory: The Men and Machines (New York: Harper & Bros., 1948), 
p. 191. 

30 The main reason why the government was so anxious to get the automotive industry en- 
gaged in aircraft manufacturing was to obtain mass production of aircraft by utilization of 
assembly line production techniques. See Westley W. Stout, Great Engines and Great Planes 
(Detroit: Chrysler Corporation, 1947), p. 103. Productivity increased markedly as assembly line 
techniques became more widely utilized. In 1941 the average monthly weight output per em- 
ployee was 28 pounds; by 1944 it had risen to 125 pounds. See Reginald M. Cleveland and 
Frederick P. Graham, eds., The Aviation Annual of 1945 (Garden City: Doubleday, Doran & 
Co., 1944), p. 78. 

The conversion was not done without a great deal of difficulty. For example, when licensed 
to produce the Consolidated B-24, Ford was forced to break the task down and illustrate it in 
20,000 drawings before an assembly line could be set up at Willow Run. Previously highly 
skilled workmen had made aircraft. Accurate details concerning standard parts, job processes, 
and manufacturing procedures had not been written out and the work broken down into 
specialized tasks which could be done by relatively unskilled personnel. Ford had to accomplish 
this before its assembly line became functional. Lilley, et al., Problems of Accelerating, p. 49. 

31 “Mass Production of Skilled Workers,” Automotive Industries, LXXXIV (Apr. 1, 1941), 365. 
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panies. New factory locations accounted for 38 per cent of the 
pounds of airframes accepted. Of course, expansion was also great at 
the old sites. For example, the Martin plant in Baltimore increased in 
size from 1,100,000 to 5,650,000 square feet, Boeing in Wichita from 
157,000 to 2,900,000, and Consolidated in San Diego from 541,000 to 
4,510,000. Almost every airframe plant had grown to many times its 
pre-war size. Table 4 shows the extent to which plant floor space ex- 
panded during the war to provide for increased output. The cost of 
emergency facilities expansion in the aircraft industry from 1940 to 


TABLE 4 


FLOOR SPACE OF AIRFRAME, ENGINE, AND PROPELLER 
FACILITIES, 1940-1945 
(Millions of Square Feet) 


Date Total Airframe Propeller 
Jan. 1940 13.1 9.6 5 
Jan. 1941 25.5 17.6 : 1.1 
Jan. 1943 117.1 77-5 5.2 
Dec. 1943 175.0 110.4 6.8 
Dec. 1944 167.4 103.0 7.9 


Source: Ben S. Lee, ed., Aviation Facts and Figures, 1957, p. 15. 


1945 was $3,894,000,000; of this sum, $3,474,000,000 was financed by 
the government, and the remainder was privately financed. Of the 
total cost of expansion, $2,338,000,000 or about two-thirds was for 
equipment, while the remainder was for plant facilities.°* The govern- 
ment investment was largely achieved through the Defense Plant Cor- 
poration, about 80 per cent of it being for the Army Air Forces and the 
remainder for the Navy Bureau of Aeronautics.” 

Besides the expansion carried on by the existing aircraft firms, they 
granted licenses to produce aircraft which they had designed and 
patented to non-aircraft producers. Major new plants were constructed 
for General Motors, which was licensed to build aircraft for Grumman; 
for Ford, which produced Consolidated’s B-24; and for Goodyear 
Tire and Rubber Company, which manufactured the Chance Vought 
Corsair. Subcontractors produced approximately 30 per cent of the 


32 Lilley, et al., Problems of Accelerating, p. 35. 

33 These figures are based on the cost of manufacturing facilities authorized between July 
1940 and June 1945. Rudolph Modley and T. S. Cawley, eds., Aviation Facts and Figures, 1953 
(Washington: Lincoln Press, 1953), p. 11. 

34 United States Surplus Property Administration, Airplane Plants and Facilities (Washington: 
Government Printing Office, 1946), p. 40. 
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total pounds of aircraft during the war compared with the less than 
10 per cent produced under license agreements.” Prime contractors 
generally did not prefer subcontracting to in-plant production. This 
was largely because of the loss of control over costs and quality and the 
difficulties of increased administration, but subcontracting was one 
way to attempt to meet production schedules.” 

The impetus for output expansion became even greater after Presi- 
dent Roosevelt’s State of the Union Message on January 7, 1942. He 
disclosed to Congress that he had dispatched a directive to the appropri- 
ate government agencies instructing them to take the necessary steps 
for increasing production in 1942 to 60,000 planes, of which 45,000 were 
to be combat aircraft. In 1943 production was to be 125,000 planes, of 
which 100,000 were to be combat planes.** The industry, with a pro- 
duction of only 19,433 military planes in 1941, had not begun to ful- 
fill his earlier request for 50,000 planes. Output of aircraft, as did plant 
expansion, increased most rapidly between 1941 and 1943. Reflecting a 
growing emphasis on the production of medium and heavy transports 
and bombers was the increase in pounds of airframe production, which 


TABLE 5 


RATE OF INCREASE OF AIRCRAFT PRODUCTION, 
1941-1945 
(Number of Aircraft) 


Percentage of Percentage Increase 
Year Total Six Year Total Over Preceding Year 


1940 12,804 4.0 ; 

1941 26,277 8.2 105 
1942 47,836 15.0 82 
1943 85,898 27.0 71 
1944 96,318 30.2 12 
1945 49,761 15.6 -48 


Source: Ben S. Lee, ed., Aviation Facts and Figures, 1957, p. 9- 


underwent an even greater percentage increase in 1941 and 1942 
than did the production of aircraft. 

Six of the top seven of the airframe producers during the war were 
represented among the top seven producers during the period of 1927- 


35 Lilley, et al., Problems of Accelerating, p. 67. 

36 Administering subcontracting by the prime firms was an extremely complex operation. 
The 18 foot nose of the B-29, for example, had over 50,000 rivets and 8,000 kinds of parts. 
These parts were produced by over 1,500 major subcontractors and assembled in four different 
locations. Stout, Great Engines, pp. 113-14. 

37 Lilley, et al., Problems of Accelerating, p. 30. 
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1933. These were the firms which, along with several smaller pro- 
ducers, had been carrying on research and had been developing experi- 
mental models of aircraft in the period prior to the war. They got the 
bulk of the military orders because quantity production of aircraft 
could be realized sooner by mass producing already successful experi- 
mental models.** Fourteen companies produced about 95 per cent of 
the airframe output during the period 1940-1944; the top seven pro- 
duced 73.9 per cent. See Table 6. 


TaBLe 6 
POUNDS OF AIRFRAME ACCEPTED FROM 14 COMPANIES, ENGAGED 
PRIMARILY IN PRODUCTION OF MAJOR WAR MODELS OF COMBAT AND 
LARGE TRANSPORT AIRCRAFT: 1940-1944 
(Thousands of Pounds, Spares Excluded) 








Per Cent of 
Total Five Year 
Company 1940-1944 Grand Total 





Douglas 306,573 15.3 
Consolidated-Vultee 291,073 14.6 
Boeing 226,477 11.3 
North American 210,913 10.5 
Lockheed 180,118 9.0 
Curtiss 136,091 6.9 
Martin 126,970 6.3 
Ford 123,076 6.2 
Republic 75,893 3.9 
Grumman 73,767 3.7 
Bell 53,037 2.7 
Eastern (General Motors) 47,869 2.4 
Chance- Vought 28,952 1.4 
Goodyear 13,668 0.7 
All Other Plants 101,136 5.1 





Total, All Plants 1,995,613 100.0 





Source: Tom Lilley, et al., Problems of Accelerating Aircraft Production During World War Il 
(Boston: Division of Research, Harvard Business School, 1947), p. 90. 


38 Lockheed had achieved a new position of prominence, while North American had ceased 
being a holding company and had become an operating company in the latter period. 

39 This procedure would cut down the time between the government's usual submission of 
general purpose requirements for an experimental model and the realization of quantity output; 
it would eliminate all the stages in the procurement process prior to the award of production 
contracts. By adopting for production aircraft which were already at least in an experimental 
stage of development, the government saved between one and two years. Actually only two 
models, the P-47 and the F-6-F, on which design work was begun after 1940, were used ex- 
tensively during the war, although only 4 of the 19 major airframe models were in production 
by mid-1940. This meant that 17 of the 19 models used extensively during the war were being 
developed before the entry of the United States into it. Lilley, et al., Problems of Accelerating, 
pp. 16-18. 
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Profits in the industry were held down by wartime legislation. The 
Vinson-Trammell Act of 1934 had provided for profit limitations of 
10 per cent on contract prices, and Congress passed legislation in 1939 
providing that profits in excess of 12 per cent of contract price on gov- 
ernment aircraft procurement were refundable. The Renegotiation 
Act of 1942 provided for returning profits judged excessive on bases 
other than a fixed per cent of production cost. In the Renegotiation 
Act of 1944, several changes as to administration and responsibility were 
made, among them the creation of the War Contracts Price Adjust- 
ment Board. Its duty was to review defense contracts to determine 
whether profits were too high even after excess profits tax payments. 
In this manner the government made special provisions to avoid any 
post-war scandal concerning excessive profits received by defense indus- 
tries such as had occurred after World War I. Taxing and renegotia- 
tion appear to have brought some measure of success in recapturing 
high profits. Although the 12 major airframe companies had net 
profits of $350,300,000 between 1940 and 1945 inclusive, they had paid 
$1,171,300,000 in Federal taxes. Before renegotiation became operative, 
the 12 major airframe companies had net profits after taxes of 12.9 
per cent of sales in 1940 and 7.4 per cent in 1941. For the duration of 
the war after the Renegotiation Act of 1942 the rate was never more 
than 2.2 per cent and it was as low as 1. per cent in 1944. Federal 
taxes as a per cent of net income increased from 26.9 per cent in 1940 
to a high of 72.6 per cent in 1942 and remained around that rate until 
1945.° The industry rate of profit as a per cent of net worth was under- 
standably much higher than as a per cent of sales because of the rela- 
tively large proportion of government investment to that of the pro- 
ducers. For example, Douglas had profits before taxes which represented 
112 per cent of the company’s net worth in 1941! Even after income 
taxes its profits were 51 per cent of net worth that year. For 1944, the 
last complete year of the war, Douglas had profits before taxes of 69 
per cent of net worth and profits after income taxes representing a 
little over 15 per cent of net worth.”* 

The high marginal efficiency of capital in aircraft production, result- 
ing from the increased demand by the government, was followed by 
an almost 1,200 per cent expansion in pant floor space, much of which 


40 Ben S. Lee, ed., Aviation Facts and Figures, 1958 (Washington: American Aviation Publi- 
cations, 1958), pp. 71, 73. 

41 These percentages were derived from data contained in Moody’s Investors Service, Moody's 
(ndustrial Manual, 1948 (New York: D. F. Shea, 1948), pp. 1114-15. 
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was government financed, and a 3,300 per cent expansion in aircraft 
output. Peak output of 96,318 aircraft was reached in 1944. During the 
period 1941-1945 the total aircraft produced was 306,090 of which 
33,000 were given to the Allies on lend-lease between March 11, 1041 
and April 1, 1944. Employment in the industry rose from 148,600 in 
1940 to a peak of 2,100,000 in November 1943." From a rank of forty- 
fourth in value of output in 1939, the United States aircraft industry 
rose to become the largest manufacturing industry in the world in 
1944, with an output of $16,745,000,000.* 


Vil 


Expansion of aircraft production facilities had ceased long before 
the production quotas were realized and before the war was won. 
There was no notable expansion after December 1943. Production of 
airframes did not decrease, however, until after March 1944. The em- 
ployment peak of 2,101,600 reached in November 1943 was subse- 
quently reduced to 1,464,200 by VE Day, May 8, 1945. 

Adjustments were needed to meet the post-war situation. The Aero- 
nautical Chamber of Commerce immediately made recommendations 
to the Military Affairs Committee. It pointed out that the aircraft 
industry had only a small post-war market awaiting it, and for this 
reason cutbacks should first affect the temporary wartime manufac- 
turers of aircraft, such as the automotive industry which would enjoy 
a substantial post-war demand. By the end of 1945 the Army and 
Navy had cancelled 18,267 contracts totalling $21,578,462,000 in value. 
Industry sales had declined from the peak of $16,047,000,000 in 1944 
to an estimated $1,200,000,000 in 1947. By December 1945 only 16 air- 
frame plants remained of the 66 in the industry one year earlier.“ In 
general, the firms making military deliveries in December of 1945, 


42 Leonard G. Levenson, “Wartime Development of the Aircraft Industry,” Monthly Labor 
Review, LIX (Nov. 1944), 915. 

43 This sum equals the total value of the combined output in 1939 of the nine leading 
United States industries: the auto industry, steel industry, meat-packing industry, petroleum 
industry, cigarette companies, bakeries, smelters of non-ferrous metals, paper mills, and printers 
and publishers of newspapers. Eaton, Chronicles, p. 85. 

44 John S. Day, Subcontracting Policy in the Airframe Industry (Boston: Division of Research, 
Harvard Business School, 1956), p. 148. Coincident with the contraction were sharply declin- 
ing profits in marked contrast with the almost guaranteed profits during the war. For example, 
Boeing, Bell, Consolidated Vultee, Piper, and Lockheed all reported losses for 1947, while 
Martin, Curtiss-Wright, Douglas, Ryan, and North American were reporting reduced net re- 
turns, Eaton, Chronicles, pp. 92-93. 
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although in greatly reduced amounts, were the major pre-war pro- 
ducers. 

In its report of October 11, 1945, the Air Coordinating Committee 
stated the conditions necessary if the industry were to survive sufficiently 
to provide a safe nucleus from which to expand in a national emer- 
gency.*° It recommended that, taking into consideration prospective 
civilian aircraft production, 3,000 to 5,780 military aircraft would need 
to be purchased annually. Despite this recommendation, the industry 
received orders for a much smaller number; the production and sales 
for the following years are shown in Table 7. Although aircraft pro- 


TABLE 7 


AERONAUTICAL PRODUCTION AND SALES, 1946-1958 








Sales of Aircraft Other 

and Parts Produced Products 
Number of Aircraft (Millions of Dollars) and 

Year Total Military Civil Total Military Civil Services 





1946 + 36,418 1,417 35,001 N.A. N.A. N.A. N.A. 
1947 17,739 2,122 15,617 $ 1,2008 N.A. N.A. N.A. 
1948 9,838 2,536 7,302 1,158 $ 884 $ 177 $ 97 
1949 6,137 2,592 3,545 1,781 1,438 230 113 
1950 6,293 2,77 3,520 2,274 1,836 238 200 
1951 7:923 5,446 2,477 3,456 2,525 347 584 
1952 12,811 9,302 3,509 6,497 5,004 650 843 
1953 14,760 10,626 45134 8,511 7,026 734 751 
1954 12,129 8,740 3,389 8,305 6,649 822 834 
1955 12,852 8,032 4,820 8,470 6,445 786 1,239 
1956 13,319 6,114 7,205 9,496 6,559 1,166 1,771 
1957 12,346 5,619 6,745 11,765 7,884 1,598 2,283 
1958 10,8608 4,0008 6,860 11,470 7,289 1,372 2,809 





® Estimate, Aerospace Industries Association. 
b Sales total for last three quarters only. 
N.A.—Not Available. 
Source: Ben S. Lee, ed., Aviation Facts and Figures, 1959 (Washington: American Aviation 
Publications, 1959), pp. 7; 9. 


duction for the civil market appeared high in 1946, it was insufficient 
to offset the extreme cutback in military purchases. Actually, only 
38,400,000 pounds of airframe weight were produced that year against 
a range of 54,300,000 to 104,300,000 pounds recommended by the 
Air Coordinating Committee. 

The appalling condition of the industry in 1947 led to further in- 
vestigations by two Federal groups, the President’s Air Policy Com- 


45 Hinton, Air Victory, p. 48. 
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mission and the Congressional Air Policy Board. The crux of their 
recommendations was that immediate action should be taken to 
support the aircraft manufacturers.** The reports alerted the public to 
the collapsed state of the industry and spurred Congress to increase 
appropriations for aircraft procurement. Military aircraft sales rose 
subsequently. 

Civil demand, however, had decreased significantly from its 1946 
level. The growing interest in flying personal planes, especially on the 
part of former military pilots, didn’t last. Production of light planes 
dropped off from 34,568 units in 1946 to only 3,391 in 1950. Also, the 
output of civil transports declined yearly from 433 in 1946 to 160 in 
1949, and total civil airframe weight declined from 25,500,000 pounds 
to 6,700,000 pounds over the same period. The post-war demand for 
new transports was depressed by the sale of surplus military transports. 

The period prior to 1950 was characterized by declining and gen- 
erally low levels of output of civil aircraft and a rising though unimpres- 
sive, output of military aircraft after 1948.*‘ Even with the increased 
military appropriations, most of the firms in the industry were strug- 
gling to avoid financial losses. 

With the outbreak of the Korean War the necessity for maintaining 
strong peace-time defenses and the necessity for peace-time support of 
the aircraft industry became more generally accepted. As a representa- 
tive of the Aircraft Industries Association noted: “The year 1950 will 
probably go down in aviation history as the one in which the industry, 
greatly aided by the Korean crisis, finally won its three-decade campaign 
for adequate peace-time air defenses.” ** Between 1949 and the end of 
1953, the year the Korean War was terminated, annual output of 
military aircraft expanded. Although civil output didn’t change ap- 
preciably over the period, the annual value of aeronautical production 
increased sharply from $1,781,000,000 to $8,511,000,000. Employment 
in the industry rose from 281,800 to 779,100 employees. 

The government played an important role in financing the industry 





46 See President's Air Policy Commission, Survival in the Air Age (Washington: Government 
Printing Office, 1948) and Air Coordinating Committee, Air Coordinating Committee Report, 
1947 (Washington: Government Printing Office, 1947) 

47 Notable technological advance was made during the period. The conventional type fighters 
and bombers were being replaced with jet aircraft. There was improvement in the industry in 
1949 because of increased government expenditures for research and development of jet aircraft, 
atomic energy, rockets, missiles, and supersonic airplanes. Fred Hamlin, et al., Aircraft Year 
Book, 1949 (Washington: The Lincoln Press, 1949), p. 69. 

48 Fred Hamlin, et al., Aircraft Year Book, 1950 (Washington: The Lincoln Press, 1950), 


p. 70. 
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during the Korean War. At first the government was reluctant to 
finance new plant expansion because of the existence of 21,200,000 
square feet of available floor space which the government owned. But 
these plants were dispersed and generally geographically removed from 
locations deemed desirable to the existing producers of military air- 
craft. As a consequence, the industry privately financed $805,000,000 of 
aircraft plant facilities from 1950 to 1953 in contrast to the $280,000,000 
provided by the government. The latter, however, financed $2,044,000,- 
ooo of the equipment expansion in contrast to only $399,000,000 pri- 
vately purchased. Therefore, it was responsible for roughly two-thirds 
of the total expenditure of $3,528,000,000 on plant and equipment 
expansion.*” 

The government also facilitated private expansion. By the passage of 
the Defense Production Act of 1950 it allowed, for tax purposes, a 
five year amortization of new facilities and through the Federal Re- 
serve System it guaranteed defense production loans. 

The reluctance of the government to finance new plant expansion 
in effect caused much subcontracting. Prime contractors, who were 
not willing to expand privately financed facilities, were faced with 
production orders larger than they could handle. Because the limited 
nature of the aerial warfare, relative to World War II, did not demand 
so large an increase in output, the industry was able to supply most of 
the market by itself. That part it could not supply it subcontracted, 
but much of the subcontracting remained within the industry, as did 
whatever licensing there was. 

The contraction in the industry following the cessation of hostilities 
in Korea in August 1953 naturally was not as violent as that after 
World War II. As indicated in Table 7, military aircraft production 
declined, though dollar value of military aeronautical production in- 
creased subsequent to 1953. The value of civil aeronautical production 
also increased; the annual output of light planes rose from 3,788 units 
iN 1953 to 6,414 units in 1958, while the average annual output of 
civil transport aircraft for this time period was 371 aircraft. There 
was an apparent growing demand for utility aircraft for the use by 
private business and farmers. Export demand was also on the increase. 
From a low of $115,300,000 in 1946, the value of aeronautical exports 
had climbed to $1,059,300,000 by 1956, the high for the post-war period. 
These exports rose from 1.2 per cent of the value of total United States 


49 Modley and Cawley, Aviation Facts and Figures, 1953, p. 11. 
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merchandise exports in 1946 to 5.4 per cent in 1958.” Despite the 
continuation of the Renegotiation Act of 1951, the industry's profit 
after taxes was approximately 13 per cent of net worth in 1958. 

Without a doubt the most significant development in the industry 
since the Korean War has been the manufacturing of guided missiles. 
Just as the all-metal airplane proved to be superior to the airplane of 
wooden construction, the monoplane superior to the biplane, the jet 
aircraft superior to those with reciprocating engines, so now the guided 
missile is demonstrating its superiority to the airplane as a weapon of 
war. Indeed, as the transition from combat aircraft to missiles becomes 
more rapid, the very existence of most firms in the airframe industry 
is threatened. Because of the importance of electronics to the successful 
operation of missiles, 16 of 40 missiles projects in 1958 had non-aircraft 
producers as prime contractors, most of which were electronics firms.” 
For one of the few times in its history the aircraft industry was experi- 
encing outside competition in the end products it was producing. 
Expenditures for missile procurement have increased steadily from 
$21,000,000 in 1951 to $3,444,000,000 in 1958.°* According to Undersec- 
retary of the Air Force Malcolm A. MacIntyre, in 1961 the Air Force 
will spend on aircraft less than half of the amount it spent in 1956, 
whereas compared with the earlier date Air Force spending on missiles 
is anticipated to be more than five times greater in 1961, at which time 
it will surpass the annual rate of spending on manned aircraft. With 
respect to this transition from manned aircraft to missiles, USAF policy 
states: “As readily as missiles become operationally suitable, they will 
be phased into units either to completely or partially substitute for 
manned aircraft according to military requirements.” © In support of 
these observations, the 1957 reports of the Curtiss Committee pointed 
to a somewhat growing demand for civil aircraft but a significantly 
decreased demand for military aircraft as missiles production in- 
creased. 

In time the “Space Age” will undoubtedly provide new opportunities 
for the industry. It would appear, however, that, in view of the de- 


50 Ben S. Lee, ed., Aviation Facts and Figures, 1959 (Washington: American Aviation Publi- 
cations, 1959), p. 125. 

51 Derived from data contained in thid., pp. 76, 79. 

52 Lee, Aviation Facts and Figures, 1958, pp. 41-42. 

53 Ibid., p. 39. 

54 Los Angeles Times, April 9, 1958. 

55 U. S. Air Force, “The Guided Missile,” The Air Reservist, 1X (Dec. 1957), 4. 

56 Edward P. Curtiss, National Requirements for Aviation Facilities: 1956-1975, 1 (Washing- 
ton: Government Printing Office, 1957), p. 1. 
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clining demand for military aircraft, the success of the aircraft com- 
panies in the near future depends largely on their ability to secure 
missile contracts. The demand for aircraft for commercial transport is 
growing as is the demand for utility aircraft, but these components of 
the total industry demand are small relative to the military demand. 
For the industry to maintain its position of eminence, the demand for its 
missiles and civil aircraft must increase sufficiently to offset the seem- 
ingly inevitable decline in demand for military aircraft. 


G. R. Stmonson, Long Beach State College 





The Woolen-Goods Industry Of 
The Habsburg Monarchy In 
The Eighteenth Century* 


Abbreviations: 
HKA: Hofkammerarchiv (Archives of the Court Treasury), Vienna 
SAB: Statni archiv v Brné (State Archives in Brno), Brno 
SUA: Statni ustfednf archiv (State Central Archives), Prague 


N THE eighteenth century, industry, though still a minor factor in 
Tike total economy of the Habsburg monarchy—over 80 per cent of 
the people lived on the land—was the object of special attention from 
statesmen and theorists. To them industry connoted progress and 
showed great promise of being the handmaiden to the evolving power 
of the modern state. The great teacher in this respect was Colbert, and 
since the late seventeenth century the rulers of the Habsburg monarchy, 
as those of other states, had at least paid lip service to his ideas. The 
static nature of society, however, all too often prevented them from 
putting Colbert’s mercantilist principles into practice. 

The Habsburg monarchy, forever in need of money to fulfill its 
aspirations as a great power, looked longingly to cameralism—the 
mercantilism of Central Europe—to provide the means for greater 
tax revenues. Cameralism taught that the key to an increased govern- 
ment income through taxation was to be found in a growing and 
well-employed population. Broadening the agricultural base was clearly 
most difficult, if not actually impossible, and industry seemed to offer 
greater possibilities of expansion. Moreover, it was hoped that a pow- 
erful manufacturing sector would conduce to a more favorable balance 
of trade by ending dependence on imports and swelling the volume 
of exports. The state was to be the planner and organizer of this new 
and strong industry. 

Until the reign of Maria Theresa (1740-80) all efforts in this direc- 
tion were generally sidetracked by diplomatic and military ventures. 
With the disastrous end of the War of Austrian Succession (1748) and 
the complete breakdown of the Habsburg diplomatic and military 
machinery, a fresh start was made by the monarchy in all areas, in- 


* With the support of a grant from the American Philosophical Society and a Fulbright award. 
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cluding matters economic. The loss of the wealthy province of Silesia 
to Prussia in 1742 forced Maria Theresa to look to her remaining 
provinces for material support. Bereft of the “jewel” of her crown, the 
Empress singled out commerce and industry in 1743 as the only means 
to make her lands more prosperous.’ It was not in the paper treaties 
of her father, but in strong armies backed by a flourishing economy, 
that she hoped to find an adequate defense against her enemies. 

The loss of Silesia, which was made final in the treaty of Aix-la- 
Chapelle in 1748, was a staggering blow. Much of what the monarchy 
imported came through Silesia, and most of the exports from Bo- 
hemia and Moravia were funneled abroad by the same route.’ Not 
only was Silesia the principal commercial intermediary between the 
Habsburg monarchy and the outside world; it was also a major entre- 
pot for the trade between eastern and western Europe. Further, Silesia 
was one of the most industrialized parts of the monarchy and a heavy 
contributor to the royal treasury. In 1739, for example, it had paid 
over two million gulden in direct taxes, equivalent to 25 per cent 
of the direct tax revenue collected from the Hereditary Lands.’ 
This loss of income was the more serious because war had broken 
down the machinery of government and the remaining sources of tax 
revenue were in a weakened condition. Conversely, following the close 
of the Silesian wars, the demands for revenue, especially by the military 
establishment, were far greater than before. To meet the increased 
needs, a thorough reorganization of the government as a whole was 
undertaken in 1749 under the direction of the Silesian loyalist, Count 
Haugwitz. And though he was primarily concerned with the adminis- 
trative machinery of the monarchy, he, as well as the Empress, pushed 
for a strong economic program. 

In the general economic picture, the woolen-goods industry pre- 
sented a particularly well-defined challenge to the government plan- 
ners. Market, raw material, and labor were all available, yet the in- 
dustry was in a state of decay. The monarchy imported a great deal 
of woolens and stuffs while exporting its raw wool. Further, the in- 
dustry was constantly plagued by the problem of unemployment. 


1Karl Pfibram, Geschichte der dsterreichischen Gewerbepolitik von 1740-1860 (Leipzig 
1907), p. 26. 

2Hermann Fechner, Die handelspolitischen Beziehungen Preussens zu Osterreich (Berlin 
1886), p. 4. 

3 Friedrich Walter, Die Gsterreichische Zentralverwaltung, Veréffentlichungen der Kommis- 
sion fiir Neuere Geschichte Osterreichs (Vienna 1938), XXXII, 255. The so-called Hereditary 
Lands were the Austrian and Bohemian lands of the Habsburgs. 
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What could be simpler than for careful direction from above to bring 
these resources together and establish a harmonious whole out of the 
disparate parts of the woolen-goods industry? 





Guild System 


The great obstacle to the government planners, both before and after 
1750, was the guild system. The guildsman was relatively indifferent, 
if not hostile, to the forces of change and progress. His horizons were 
bounded by narrowly conceived self-interest. This demanded that 
competition be held down, that the traditional techniques of his trade 
be unchanged, and that the old organizational forms be observed. 
This in turn meant that it was desirable to restrict the number of 
producers, to impose upon them regulations concerning their working 
methods, and to have the masters’ guild assert and enforce these and 
other rules. Ideally, the system was intended to insure to all members 
of the guild a fair and equitable share of the market, so that all could 
make a decent living. In reality, however, it had long ceased to operate 
as its defenders claimed it should: it had long stopped giving the pro- 
ducer an assurance of a good livelihood and the purchaser an effective 
guarantee of high quality. In this respect the development of the Bo- 
hemian and Moravian guilds was not unique. 

Probably the major difference between them and the guilds in other 
European areas was that they survived as strong institutions into the 
eighteenth century, while elsewhere their powers had greatly declined. 
In the Habsburg monarchy, an important guild like that of the cloth- 
makers, for example, was almost independent. Only the so-called Od- 
rigkeit, that is, either the municipal council in a royal borough, or the 
landlord in other towns, had authority over it. The significance of this 
authority depended, especially in a royal borough, on the power of the 
individual guild. This was true even after 1739, when the central gov- 
ernment asserted the general right of direct interference in the affairs 
of guilds.* Thus in a one-industry town such as Jihlava (Iglau), a 
royal borough, the municipal council and the clothmakers’ guild were 
in constant disagreement and the guild largely ignored the council’s 
directives. In Liberec (Reichenberg), a town also dominated by its 
woolen-cloth industry, the situation was slightly different. There a 


4 W. Gustav Kopetz, Allgemeine Gstreichische Gewerbs-Gesetzkunde (Vienna 1829-1830), I, 
15-16. 
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noble landlord was in control. Count Gallas, or more often the admin- 
istrator of his estates, had to approve the guild ordinances and set the 
fees that were to be paid to the lord.® Except for that, the Liberec 
clothmakers were in a position not greatly different from that of their 
compatriots in Jihlava. 

Other conditions too were similar in both places. If a young man 
desired to become a master, for example, he faced disheartening ob- 
stacles. He had to put in long years of apprenticeship, performing 
more often the duties of a servant than those of a learner.° Once fin- 
ished with his apprenticeship, he was a journeyman for a period of 
years, during which he was to perfect his training by taking employ- 
ment with divers masters throughout the Holy Roman Empire, that 
is, through Germany and cognate areas. Only thereafter could he ap- 
ply for entrance into the masters’ guild, which usually required a 
master-piece and a great banquet for the entire membership of the 
guild, providing, of course, the guild approved his application. Master- 
piece and banquet were inevitably very expensive and were therefore 
considered by government officials to be among the worst of the guild 
system’s evils. The son of the master, of course, had preference, and 
was not required to fulfill all the formal requirements. The chances 
that an ordinary journeyman had the required capital were slim, and 
thus an outsider had little opportunity to enter the guild. As things 
stood, the ambitious journeyman would have been well advised to use 
a less direct but much more effective approach. Late marriages tended 
to leave wives of masters bereft at an early age. Since the widow usually 
inherited the house and with it often the master’s right, she was an 
ideal match for the enterprising journeyman.” Another approach for 
the outsider was marriage to a master’s daughter. For his son-in-law, 
even as for his son, the guildsman was able to get many obstacles re- 
moved or reduced.* In short, the Habsburg guilds at the beginning of 
the eighteenth century were highly restrictive and hardly interested in 
the growth of the economy. If anything, they held it back, prompting 
some government officials in 1699 to urge their abolition.? The central 
government wisely did not take this step, which it did not have the 


5 Hermann Hallwich, Reichenberg und Umgebung (Liberec 1874), pp. 305 ff. 

6 According to the 1620 guild charter of Liberec, four years of apprenticeship were required. 
Ludwig Hiibner, Geschichte der Reichenberger Tuchmacherzunft (Liberec 1879), pp. 33-35- 

7 SUA, SM, C 65/1, Folio 58—103 (26 May 1699). 

8 Kopetz, Gewerbs-Gesetzkunde, 1, 68; Hallwich, Reichenberg, p. 106; Hiibner, Reichenberger 
Tuchmacherzunft, pp. 33-35; Ptibram, Gewerbepolitik, pp. 295 ff. 

® SUA, SM, C 65/1, Folio 58-103 (May 1699); Kopetz, Gewerbs-Gesetzkunde, 1, 98. 
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machinery to enforce and which might have created chaos in the econ- 
omy as a whole. 

Not only were the guilds of questionable benefit to society; their 
benefit to their own members was questionable. They were in the 
hands of a more or less self-perpetuating group of officers, supposedly 
elected by the entire membership, who derived considerable financial 
benefit from their position. Jihlava’s “sworn members” (Geschworene), 
for example, were allowed to manufacture 10 to 20 per cent more cloth 
per year than the ordinary members.” A number of lucrative positions 
were in their possession. They operated the community fullery, the 
dyehouse, and the stretching area. They bought materials, wherever 
the guild as a whole did this job."* They also provided the seals for 
the approved product. There were thus good reasons for a basic an- 
tagonism between the rich officers and the rank-and-file membership. 

There were further divisions between rich and poor. Many of the 
wealthier clothmakers commissioned work at the shops of their poorer 
brethren and at times even employed them in their own shops as 
journeymen.” This was the case in Liberec. In Jihlava it is the cloth 
merchants who are said to have been the putters-out, but most likely 
rich master weavers co-operated and acted in the same capacity.’* The 
putter-out did not, of course, guarantee his weavers steady employment 
or a decent livelihood. On the contrary, the clothmakers of Bohemia 
and Moravia repeatedly found themselves in bitter economic straits, 
to the point where the government had to step in. 

This official intervention was stoutly fought by the vested interests, 
for whom the Habsburg government had great respect. That was why 
in 1699 the government did not abolish the guilds and why in the 
1730's it went little beyond publishing decrees to establish the right of 
the state to supervise the guilds. In the woolen-cloth industry, for ex- 
ample, the weavers continued to ignore all government efforts to intro- 
duce the manufacture of “fine” cloth, an article almost totally imported. 
The intrepid weaver who wished to listen to his monarch’s patriotic 
appeal did best to hide behind the walls of a monastery or the armor 
of a noble lord. Otherwise, he found himself ostracized from the 
community and without means of sustenance. 





10 Karl Werner, Urkundliche Geschichte der Iglauer Tuchmacherzunft (Leipzig 1866), p. 50. 

11 Franz Ruby, Das Iglauer Handwerk (Brno 1887), pp. 53-54. 

12 Walter Hawelka, Geschichte des Kleingewerbes und des Verlages in der Reichenberger 
Tucherzeugung (Liberec 1932), p. 55. 

13 Christian Ritter d’Elvert, Geschichte und Beschreibung der (k6miglichen Kreis-) und 
Bergstadt Iglau in Mahren (Brno 1850), p. 414; Werner, Iglawer Tuchmacherzunft, pp. 96-112. 
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From the middle of the century on, however, a new wind began to 
blow. Under the rule of Maria Theresa, the government became more 
centralized and ready to make use of its new powers. Special agencies, 
so-called commercial and mercantile colleges, were re-established and 
strengthened. These governmental authorities operated in a number 
of ways. They planned on a broad basis, made suggestions and pro- 
posals on specific matters, invested government funds, and urged and 
coerced others to invest funds. They acted as sales and purchasing 
agents for new enterprises. Guilds to them, as to their predecessors of 
1699, were impediments to progress. Complete abolition of the guilds 
was again rejected, but measures were taken to reduce their power. 
Bakers, cobblers, butchers, and others dealing in commodities for 
local consumption were allowed to practice as long as they adequately 
supplied the needs of the population. In the meantime, government 
officials kept watch over the balance between supply and demand. 
From the 1750’s on, this area of the economy was set aside under the 
official designation of “policed crafts” (Polizey-Gewerbe). In contrast, 
crafts with potential national or even international markets were now 
opened to free competition and relieved, at least in principle, of their 
restrictive fetters.'* Within this newly formed category of crafts, called 
“commercial crafts” (Kommerzial-Gewerbe), were most prominently 
included the various textile manufactures. No longer were interested 
guild officers, for example, to prescribe the types of goods to be manu- 
factured or impose a limit on output. No longer were weavers to be 
restricted in the number of their looms or employees. The entrepreneur 
was to be free to satisfy demand as he saw fit and as best he could. 
Standards of workmanship were to be maintained, but now the state 
rather than the guild would set them. 

This fine program fell victim to the indifference and hostility of 
the artisan community. Clothmakers and other craftsmen knew little 
of, and cared even less for, the fine-spun theories of the mercantilists. 
Progress, profit, risk, and innovation were concepts to which they were 
strangers. Despite the obvious problems that their traditional system 
posed, despite the changes that went on around them, the craftsmen 
preferred their old ways. If an eighteenth-century Viennese merchant 
could call his fellow merchants benighted, what might he have called 
the artisan, by comparison with whom the merchant was a model of 
enlightenment? *° 


14 Pfibram, Gewerbepolitik, pp. 34, 96. 
15 Joseph von Weinbrenner, Patriotische Gedanken und Vorschlage tiber den gehemmten 
Ausfuhrhandel (Vienna 1792), pp. 41 ff. 
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Nevertheless, there was an increase of production by the end of the 
century. Employment rose and new products were introduced, some 
of them by artisans. Most of the innovations came, however, through 
enterprises working on a large scale. Seen in retrospect, these enter- 
prises—consolidated workshops or factories *°—were harbingers of the 
future. But their contribution to total production was still small; the 
artisan was still the dominant producer of industrial goods at the end 
of the eighteenth century. 





Textile Industry 


Throughout our period, the major industrial goods were textiles. 
Linen goods (yarn, unbleached and bleached articles), woolen goods 
(woolen cloth, stuffs [Zeug],"" and stockings), and finally cottons and 
silks, in that order, were the chief textiles produced. This paper will 
be mainly concerned with woolen goods,"* in particular, with the 
manufacture of so-called fine cloth, a luxury article almost totally im- 
ported from Holland, Belgium, and England, hence a source of drain 
on foreign exchange.’® We will focus our attention on Bohemia and 
Moravia, the most important industrial portions of the Habsburg mon- 


archy from 1750, after Silesia’s departure, until 1918, when the mon- 
archy collapsed. An attempt will be made, first, to give a statistical 
analysis of the industry’s growth over the century, at least insofar as 
the sources allow. We will then consider government policy and 
try to evaluate its effectiveness. Finally we will turn to the enterprises 
themselves, as they were brought into existence by government, no- 
bility, or bourgeoisie, both domestic and foreign. 


Woolen-Goods Industry, c. 1700-1750 


Reliable statistics for the beginning of the eighteenth century can 
hardly be expected. Nevertheless, we are not totally without quantita- 


16 The word “factory” is used chiefly because it is the best translation of the German word 
Fabrik, which was the usual designation of these enterprises in the eighteenth century. 

17 “Zeuge” for the most part were narrow, smooth fabrics. Serges, flannels, fabrics used for 
workers’ aprons and peasant clothes, for feed and flour sacks were included in this category. 

18 No satisfactory study of the Habsburg silk industry has been written. Yet, because of the 
government's interest in promoting this industry, there is a wealth of documentation both in 
Austrian and in Czechoslovakian archives. 

19 SUA, SM, C 65/1, Folio 58-103 (26 May 1699); August Fournier, “Handel und Verkehr 
in Ungarn und Polen um die Mitte des 18. Jahrhunderts,” Archiv fiir Gsterreichische Geschichte, 
LXIX (1887), 377 ff. 
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tive indications. For this we have to thank the desire of the government 
of Charles VI to improve the industry; before any effective action could 
be taken, a survey had to be made. In the year 1717, therefore, the dis- 
trict captains (Kreishauptmanner) of Bohemia were ordered to present 
statistical reports on the woolen-cloth industry. The consolidation of 
their statements shows that 6,715 pieces of woolen cloth were actually 
manufactured in that year, but the productive capacity of Bohemia was 
supposedly 41,427 pieces.” Fourteen years later, in 1731, another re- 
port indicated that 39,000 pieces of woolen cloth, valued at 700,000 {i., 
were manufactured.” 

If one accepts these two sets of figures at face value, it means that 
there was a six-fold increase in production in a comparatively short 
period. That Bohemia’s output of woolen cloth rose seems likely; 
neighboring Silesia, the undoubted bellwether for the monarchy, also 
showed an increase. We are informed that Silesia’s production of 
woolen cloth rose from 59,000 pieces in 1720 to 95,700 pieces in 1735.” 
Silesia thus showed a 60 per cent rise in production; but Bohemia 
claimed 520 per cent. None of the information that we possess will 
account for such a divergence. Quite the contrary, one would expect to 
find a parallel development in the two areas. To be sure, many Bo- 
hemian cloth workers were reported out of work in 1717.” Yet even 
allowing for this, a 520 per cent increase by 1731 seems out of the 
question. What is more likely is that the 1717 report was nothing but 
the uncritical summation of the reports of the guilds, who were the 
basic reporting agents. They may well have exaggerated the plight of 
their members in the hope of getting aid from the central government. 
Very probably, Bohemia’s woolen-cloth production in 1717 was close 
to 20,000 pieces.” 

In 1731, and presumably earlier in the century, about 2,400 cloth- 
makers, 1,700 of them masters, were working 2,000 looms.” The aver- 
age production per loom was consequently about twenty pieces per 
year. This rather low figure may be explained in part by the high ratio 


20 Arthur Salz, Geschichte der béhmischen Industrie in der Neuzeit (Munich and Leipzig 
1913), Pp. 473. 

21 Joseph Grunzel, Die Reichenberger Tuchindustrie in ihrer Entwicklung vom ziinftigen 
Handwerk zur modernen Grossindustrie, Beitrige zur Geschichte der deutschen Industrie Béh- 
mens (Prague 1878), V, 96. 

22 Fechner, Die handelspolitischen Beziehungen, p. 6. 

23 Hallwich, Reichenberg, p. 357. 

24 This estimate is based on two assumptions: 1. The 1731 figure for Bohemia is more realistic 
than that of 1717. 2. Both figures for Silesia are reasonably accurate. Then the ratio of Silesian 
and Bohemian production ir, the 1730's should also hold for around 1720. 

25 Grunzel, Reichenberger Tuchindustrie, p. 96; Salz, Bohmische Industrie, pp. 610 ff. 





W oolen-Goods Industry 391 





of masters to helpers, that is, two and one-half masters for each journey- 
man or apprentice. To have one man alone working the wide looms 
required for the manufacture of woolen cloth was highly inefficient. 

Most of the Bohemian—and, for that matter, also the Moravian— 
clothmakers resided in towns and were members of guilds. In this 
respect they differed significantly from the linen weavers, many of 
whom lived in the country and were not necessarily organized. 
Whereas the linen weavers were concentrated in the northwestern 
mountain region of Bohemia, the clothmakers were found in a small 
number of towns, fairly far apart. By far the most important of these 
was Liberec, where over 300 looms produced annually 7,000 pieces of 
cloth.” Next in importance to this great north Bohemian cloth center 
were the towns Ceska Lipa (Béhmisch Leipa), Humpolec (Hum- 
poletz), Broumov (Braunau), and Jindrichuy Hradec (Neuhaus). 
These five towns together accounted for nearly 1,000 of the 1,700 mas- 
ters in the province.” 

Moravia, though half the size of Bohemia in both area and popula- 
tion, reportedly had almost as many masters. Extant reports from 
1732 place the number at 1,683.”° The royal borough Jihlava alone 
accounted for 451. Its fame as a cloth center dated back to the Middle 
Ages. In the fourteenth century, a number of Flemish masters sup- 
posedly settled in the town, which was then known primarily for its 
mines.” From the sixteenth century on, Jihlava was almost exclusively 
a cloth-manufacturing center. In 1570, about 500 masters resided there,” 
a figure that, despite some variation, remained substantially unchanged 
into the nineteenth century.” Besides Jihlava and the Bohemian towns 
mentioned above, Novy Jicin (Neutitschein) and Moravska Trebova 
(Mahrisch Triebau) in Moravia and Bielitz in Austrian Silesia were 
important cloth-manufacturing centers in the early part of the century. 

Cloth manufacturing quite clearly dominated the woolen-goods in- 
dustry of the Habsburg monarchy. For the manufacture of stuffs and 
stockings, the two other branches of the industry, the data for the first 
half of the eighteenth century are very fragmentary. A document of 
1717 emanating from the Bohemian “Mercantile” college makes the 


26 Grunzel, Reichenberger Tuchindustrie, p. 96. 

27 Salz, Bohmische Industrie, pp. 610 ff. 

28 SAB, Gubernium Z 16/1, 1732. 

29 Werner, Iglauer Tuchmacherzunft, p. 2. 

30 d'Elvert, Iglau, p. 412. 

31 Christian Ritter d’Elvert, Die Cultur-Geschichte Mahrens und Schlesiens (Brno 1870), p. 
167. 
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claim that all stuffs were imported, the finer varieties from the Austrian 
and the United Netherlands and the coarser kinds from Saxony and 
from the Electorate of Brandenburg.” If this is correct, then stuffs 
manufacturing developed suddenly in the following decade, when 
somewhere between five hundred and a thousand looms were in oper- 
ation. This rather imprecise estimate is based on answers to a request 
of the central government in 1725 for a statistical survey of the Bohe- 
mian woolen-stuffs industry.** One putter-out alone, a noble land- 
owner named Conway von Waterford, employed 442 looms,” pro- 
ducing annually 20,000 pieces.** This enterprise did not last very long, 
but presumably many of the weavers continued to manufacture stuffs. 
At any rate, enough woolen fabrics were apparently being produced 
in Bohemia to create a need for outside markets. For it was in 1747 
that Maria Theresa gave express permission for woolen stuffs to be 
imported into Austria from Bohemia despite the remonstrance of the 
Linz woolen-stuffs factory.*” 

The Linz firm, one of the most notable of its time, held a monopoly 
privilege from the central government. With sales of over 170,000 fl. 
per year and a work force in the thousands (in 1725, 4,400 workers 
including 4,000 spinners and 160 weavers), this Upper Austrian mer- 
chant-manufacturing enterprise was one of the largest in all of Eu- 
rope.** Except for Linz, however, Upper Austria made little contribu- 
tion to the Habsburg woolen-goods industry in the eighteenth century. 
The opposite might be said of Moravia, where 800 weavers were re- 
portedly engaged in stuffs manufacturing in 1775.” 

With regard to stocking manufacture, the last branch of the woolen- 
goods industry to be considered here, there is only one figure. Accord- 
ing to a compilation of reports from 1732 there were at least 167 stock- 
ing knitters in Moravia.*” No figures are available for Bohemia or 


32 Hallwich, Reichenberg, p. 70. 

_33 SUA, SM, C 65/9, Folio 38-39. 

34 Adelsarchiv, Ministerium des Innern (Vienna). Miscellanea, Fasz. 43. The forebear of 
this gentleman was very likely Andrew Convay v. Waterfort, ennobled in 1672, an Irish soldier 
of fortune who came to the Habsburg monarchy during the Thirty Years’ War. 

35 SUA, CG 1728 A 7/15 (19 January 1729). 

36 SUA, SM, C 65/9, Folio 120 ff. 

37 Viktor Hofmann, “Beitrage zur neueren dsterreichischen Wirtschaftsgeschichte,” Erster 
Teil. “Die Wollenzeugfabrik zu Linz an der Donau,” Archiv fiir Gsterreichische Geschichte, 
CVIII (1920), 66. 

38 Hofmann, “Wirtschaftsgeschichte,” pp. 46, 71. 

39 See Table 1. 

40 SAB, Gubernium Z 16/1, 1732. 
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other lands. Nor is there any mention of stocking weavers, who were 
undoubtedly, as later in the century, more numerous than the knitters.“ 

Altogether, we do not have many details on the Habsburg woolen- 
goods industry in the first half of the eighteenth century. There is no 
doubt, however, that next to the linen industry, it was the most im- 
portant in the monarchy. Further, it was a major cause of concern to 
the Habsburg government, as is proved by the relative wealth of extant 
documentation. For one thing, those authorities whose task it was to 
supervise the economy, being imbued with the cameralistic spirit, made 
every effort to reduce the outflow of money for foreign woolens and 
stuffs—with little success. For another, they often found themselves 
faced with an unemployment problem. Reports came in on more than 
one occasion that weavers were forced to turn to work as day laborers 
and servants, or even to begging.” Here too, however, intervention was 
not very effective; the governmental machinery was simply not strong 
enough. 


Woolen-Goods Industry c. 1750-1800 


The second half of the eighteenth century presents a considerably 
different picture from the first. Between 1750 and 1800 the Habsburg 
economy and with it the woolen industry expanded considerably. Large- 
scale enterprises became more common. It was these firms that were 
mainly responsible for the production of goods previously imported 
from abroad. Introducing such manufactures into the monarchy was 
one of the main objectives of industrial policy under Maria Theresa 
and Joseph II, not only in the hope of promoting economic self- 
sufficiency but also with an eye to competing with other countries in 
foreign markets. Nevertheless, it was still the old-fashioned craftsman 
who was responsible for the bulk of industrial production. 

Thus in ‘our statistical survey, which can now be carried forward 
with greater assurance, the artisan master continues to enjoy the domi- 
nant place. Indeed, both his numbers and the size of his shop increased. 
The growth of the enterprise, in both the craft and manufactory sectors, 
may be followed in the census returns. A comparison of the years 1731 
and 1775 shows that the number of workers in the Bohemian woolen- 
cloth industry doubled and that the percentage increase in subordinate 


41 See Tables 5 and 6. 
42 SUB, SM, C 65/1, R. 1699; HKA, Altes Commerz, Fasz. 2, Red No. 2 (24 March 1749). 
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workers was far higher than that of masters: the number of journey- 
men, apprentices, and helpers tripled. There was now a subordinate 
worker for each master, whereas earlier there had been only one sub- 
ordinate worker for every second master.** This trend continued: in 
1797 there were nearly two subordinate workers for every master. Al- 
together, 5,500,000 fl. of woolen cloth were manufactured that year, 
equivalent to over 20 percent of Bohemia’s total reported production.“ 
In part, at least, the continuance of the trend to the end of the eight- 
eenth century was caused by the establishment of factories. 

During the same period, from the 1770’s to about 1800, the position 
of the Bohemian cloth industry became stronger in terms of the popu- 
lation as a whole. The ratio of workers employed in weaving to total 
population in Bohemia was 1 to 480 in 1775, 1 to 350 in 1788, and finally 
in 1797 it was 1 to 230.*° A similar trend may be noted in Moravia, 
where the woolen-goods industry in general and cloth manufacturing in 
particular held a more prominent position than in Bohemia and even 
surpassed the linen industry in value of product. Since the information 
is not as complete as for Bohemia, the change in percentage relationship 
between master and subordinate workers for 1732 and 1775 cannot be 
estimated, The increase in masters in Moravia during this period was 
60 per cent, thus smaller than Bohemia’s. Conditions were similar 
enough in the two neighboring lands that it may be assumed that the 
ratio of masters to subordinate workers increased at about the same 
rate in both. Certainly the figures for 1775 and 1789, during which 
time the ratio of masters to workers jumped from 5:3 to 7:11, would 
indicate as much.” 

A case in point is the district of Brno, where the number of masters 
actually dropped from 119 in 1775 to 63 in 1789, whereas the number of 
other workers engaged in weaving nearly doubled. In 1775 there was 
one woolen-cloth factory in the district.*” Of its nearly 700 employees 
only one could be classified as a master-weaver; he was the foreman 


43 Arno&t Klima, Manufakturni obdobi v Cechéch [The Manufacturing Period in Bohemia] 
(Prague 1955), pp. 460-462. Also see Table 3. 

#4 HKA, Bohm. Commerz, Fasz. 53, Red No. 795. 

45In 1800 Bohemia’s population was 3,040,000. Werner Stark, “Niedergang und Ende des 
landwirtschaftlichen Grossbetriebs in den béhmischen Landern,” Jahrbiicher ftir Nationalé- 
konomie und Statistik, CXLVI (1937), 419. 

46 See Table 2. 

47 See Herman Freudenberger, “A Case-Study in the Government's Role in Economic De- 
velopment in the Eighteenth Century: The Brno Fine-Cloth Factory” (Ph.D. dissertation, 
Columbia University, 1957). 





W oolen-Goods Industry 395 


(Werkmeister) of the factory itself. Employed in the weaving depart- 
ment were 52 journeymen, 14 apprentices, and 22 spoolers (or help- 
ers?).** If these workers were actually counted in the official survey of 
1775, they made up about one third of the 265 weavers, other than 
masters, of the district. By 1789 the number of factories in the city had 
increased to four. One of these, the original one from which the above 
figures were quoted, was at that time in the process of dissolution, but 
the other three more than made up for that one, which, moreover, had 
nearly tripled in size in the intervening period of time.”® Here, then, 
it would seem that factory employment was the major reason for the 
trend to concentration. Other districts, however, with the exception of 
Jihlava, had no factories at all, and that in Jihlava could not have been 
large. Consequently, the growth in scale can be accounted for only by 
a larger work force in the shop of the master weaver. 

On the basis of Table 2, Prerov appears to be the most important 
cloth-producing district in Moravia. Actually, however, Jihlava held 
that place until it was finally displaced in the nineteenth century by 
Brno. The town of Jihlava itself reportedly manufactured nearly 40,000 
pieces of cloth in the early 1790’s, an impressive output.’ Much of this 
was coarse cloth of low value. Thus, even though Jihlava kept on pro- 
ducing the largest number of pieces, the city of Brno, which manu- 
factured predominantly high-priced, so-called “fine,” cloth, eventually 
outstripped it as the main center for the production of woolen goods. 

Though cloth production dominated the Habsburg woolen-goods 
industry, the other components of the industry were not negligible. 
According to the data assembled in Table 4, the number of workers 
engaged in the manufacture of woolen stuffs in Bohemia increased 
80 per cent from 1775 to 1788. Thereafter, however, a slight decline 
set in; in 1797 the number of workers in this industrial branch was 
about 6 per cent lower than in 1788. The proportion of one master to 
two subordinate workers remained substantially the same throughout 
the two decades. But the ratio of workers to loom decreased: in 1775 
there were three workers for every loom, whereas in 1797 only two 
workers were necessary. This was contrary to the trend in cloth manu- 
facturing, where the number of workers per loom increased. Possibly 
technological differences—the more complicated finishing processes in 





48 HKA, Bohm. Commerz, Fasz 101/2, Red No. 894, Folio 619. 
49 HKA, Red No. 894. 
50 Franz Joseph Schwoy, Topographie vom Markgrafthum Mdhren (Vienna 1794), Ill, 446. 
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cloth manufacture—account for the divergence. Possibly the figures are 
not really comparable. : 

In any event, the trend in Moravia was different. According to the 
data, the ratio there of subordinate workers to masters increased from 
2:1 in 1775 to 4:1 in 1789. Similarly, the number of operatives (includ- 
ing masters) per loom increased from less than two in 1775 to more 
than three in 1789. This trend most likely continued into the next 
decade. Factory production, especially in the Unicov and Novy Jicin 
works, undoubtedly accounts for much of the increase in scale. 

Unfortuately, information on output is even sparser, as well as less 
reliable, than that on workers and looms. According to the one detailed 
record available, that for 1797, over 101,000 pieces of woolen fabrics were 
produced in Bohemia, and the value of this output was about 1,100,000 
fl. 

The last category of the woolen-goods industry to be treated is the 
manufacture of stockings, which is subdivided into woven stockings 
and knitted stockings. As in the other branches of the Bohemian woolen- 
goods industry, here too there was a large increase in the number of 
workers. The rise was 70 per cent in the category of weavers but 
only 40 per cent in that of knitters. In both categories there was a de- 
cline after 1788. Moravia’s stocking industry was insignificant. Very 
likely, artisan shops predominated. The looms were small and therefore 
not much assistance was necessary. Yet it is doubtful whether the 1775 
figure, which shows the same number of looms as total number of 
workers, is correct. The data for 1788 and 1797 indicate a proportion of 
slightly less than two workers (including masters) per loom. Subordi- 
nate workers outnumbered master weavers. In the knitting category, 
however, masters outnumbered other workers in the first two years, 
while in 1797 the numbers were almost equal. In that year, altogether 
1,400,000 fl. of stockings were produced, with all but about 100,000 fl. 
coming from the weavers. 

All in all, the stat‘-*i-al data here assembled demonstrate that the 
woolen-goods indu:' 2f Bohemia and Moravia, where most of the 
Habsburg manufacturing facilities were concentrated, was relatively 
important. We find that it employed one out of every four industrial 
workers in Bohemia in 1775. By 1788, however, the ratio went down to 
one in every five, and in 1797 it had dropped further to one in every 
six workers. By contrast, the proportion of woolen-goods workers to 
total population rose from 1 person in 167 in 1775 to 1 in 126 for 1789 
and 1 in every 116 in 1797. It is in Moravia (including Austrian Silesia), 
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however, that the most dramatic change occurred, both in the ratio of 
woolen-goods workers to other industrial workers and the ratio of 
woolen-goods workers to total population. In 1775 one of every four 
industrial workers and one of every 197 inhabitants worked in woolen 
goods. This proportion was almost doubled by 1789, when nearly every 
second industrial worker was in the woolen industry and for every 102 
Moravians there was one woolen worker. 

For both provinces combined, the number of workers in the woolen- 
goods industry came close to doubling, from about 80,000 in 1775 to 
over 152,000 in 1788-1789, whereas population increased only 20 per 
cent, from 3,530,000 to 4,184,000. If spinners were included, moreover, 
the ratio of woolen workers to population would be considerably 
greater. But spinning was such a widespread domestic occupation that 
the numbers involved could at best be guessed at. The officials who 
compiled the censuses dutifully filled in the space allotted for numbers 
of spinners in the woolen industry, but these figures were presumably 
little more than approximations. 

One more point: the data illustrate an interesting reversal of the two 
areas. In 1775 a slightly higher percentage of the population was oc- 
cupied in wool manufacturing in Bohemia than in Moravia, but by 
1789 the two areas had changed their respective positions. Moravia con- 
tinued in the nineteenth century to increase its lead over its sister prov- 
ince as a woolen-goods producer. In 1841, for example, Moravia pro- 
duced about 31,000,000 fl. of woolen goods, whereas Bohemia turned 
out only 17,000,000 fi." Brno alone, with 13,300,000 fl., produced almost 
as much as all of Bohemia.” 

Nowhere was growth more rapid than in the capital of Moravia. 
In 1765 a provincial town of 15,000, Brno has since that time come to 
be Czechoslovakia’s second largest city, with a population in 1949 of 
270,000. In the process, it left Olomouc and Jihlava, with roughly the 
same populations in the eighteenth century, far behind. The foundation 
of Brno’s expansion was the rapid development of a woolen-goods 
industry—the most important in the monarchy. Yet in the 1760’s this 
was of so little consequence that an informal survey of the textile man- 
ufactures of the province, which included some of the smallest towns, 
did not even mention Brno.* 


51 Johann Slokar, Geschichte der dsterreichischen Industrie (Vienna 1914), p. 357. 
52 Ibid., p. 338. 
53 HKA, Bohm. Commerz, Fasz. 101/1, Red No. 891 (c. 1761). 
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Cameralism: the Case of Brno 


This growth was indirectly the fruit of an official development pro- 
gram under Maria Theresa. In this sense, the mercantilism that—even 
when modified in the 1770’s—dominated her reign has to its credit a 
major achievement. Yet the nature and scope of the achievement was 
neither anticipated nor intended. On the contrary, the accidental na- 
ture of Brno’s industrial progress only underscores and emphasizes the 
haphazard manner in which mercantilism was applied. 

Possibly it was precisely because Brno was not a manufacturing 
center that modern industry had relatively easy entry: there was no 
guild organization strong enough to put up an effective stand against 
innovation. Perhaps this was why the Habsburg planners planted the 
fine-cloth manufacture there in the first place. No evidence to that 
effect, however, can be found. A somewhat more cogent reason for the 
government’s interest in Brno may have been its new role as the ad- 
ministrative center of Moravia. It may have seemed desirable to build 
up the city’s economy. Moreover, some of the major industrial investors 
during the 1750’s and 1760’s were bureaucrats: it would seem reason- 
able, then, to look for manufacturing where there was a concentration 
of bureaucrats. But then, why not Prague, which had many more 
officials? More than likely, weak guilds and interested administrators 
were little more than coincidental with Brno’s rapid industrialization. 
Instead, the primary reason for this growth seems to have been entre- 
preneurship, and the initial spark can be traced to the enterprise of 
one person. This man, John Anton Kehrnhofer, an official of the 
tariff-collection agency and a member of the Moravian Commercial 
College, helped in 1751 to found the Moravian Loan Bank.™ 

According to its charter, the “Bank” had a dual purpose: it was to 
lend money at “reasonable” interest on chattels or real estate, and it 
was to encourage Moravian industry in every way possible, itself acting 
as a putter-out if necessary. Kehrnhofer was the autocratic manager 
of this institution for the first thirteen years of its existence. His last 
act in this capacity—and one of the causes for his dismissal—was the 
acquisition and transfer to Brno of a bankrupt woolen-cloth factory. 
This enterprise had been in operation for over a decade on the imperial 


54 HKA, Bohm. Commerz, Fasz. 61, Red No. 816. The history of this institution has yet to 
be written. For a partial study, see Jindfich Chylik, “Prvni obchodni banka u nds,” [Our First 


Commercial Bank] Casopis Matice Moravské, LXIX (1950), 261-282. 
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estate Pardubice, during which period it had eaten up thousands of 
gulden in capital without ever showing promise of becoming a profit- 
able business. To a number of the stockholders of the Moravian Loan 
Bank the factory meant nothing but a tremendous liability. And yet 
Kehrnhofer’s decision, harmful though it was to the immediate interest 
of the Bank, proved to be a boon for Brno. For in this factory were 
trained the entrepreneurs and the personnel of the woolen-cloth firms 
that were founded in the 1780’s and 1790's, and these were the basis of 
Brno’s modern industry. 

Government interference can be easily discerned in the operation of 
both the Bank and the factory. Both were founded at the instigation 
of and with the financial participation of the state. Economic stability 
and industrial expansion were the goals. The factory, for example, 
was planned as a prototype for others, with the ultimate objective the 
cessation of imports of fine cloth, which drained the monarchy of over 
a million gulden a year. The goal was reached by the end of the 
century. 





Other Enterprises in the Fine-Cloth Industry 


The Brno factory was only one of several on which this achievement 
rested. In Moravia, Count Andrew Dominic Kaunitz, grandfather of 
the famous Habsburg diplomatist, established a manufactory in 1701 
on his estate Slavkov (Austerlitz).™ It lasted only for four or five years 
and was dissolved at the death of its founder. Moreover it seems to 
have had no influence at all on the subsequent development of the 
industry in Moravia; not until the 1750’s do we hear of another at- 
tempt to establish fine-cloth manufacturing on an industrial basis.” 
In Bohemia, on the other hand, fine-cloth production found a some- 
what more favorable climate. There, in 1713, Count John Joseph Wald- 
stein founded a fine-cloth factory on his estate Horni Litvinov (Ober- 
leutensdorf). This establishment had a continuous history of over 
150 years, finally going out of existence in 1867.” The founder de- 


55 For details, see Freudenberger, “‘A Case-Study.” 

56 HKA, Fasz. 101/2, Red No. 893, Folio 845 ff. 

57 Jindfich Seb4nck, “Textilni podniky moravskych Kounici,” [The Moravian Textile En- 
terprises of Kaunitz] Casopis Matice Moravské, LV (1931), 95-168, 418-468. 

58 d’Elvert, Cultur-Geschichte, p. 64. 

59 The author is completing an analytical study of this enterprise, which is expected to appear 
in the near future. 
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clared that he was motivated by the wish to aid his sovereign in his 
oft-declared hope for the industrial expansion of the monarchy. He 
was also interested, however, in providing added employment for the 
subjects on his estate." Though a rich noble, Waldstein faced many 
problems; training of a work force and the opposition of guilds were 
merely two of the most difficult. 

The Waldstein woolen cloth works was able to surmount these ob- 
stacles. Less fortunate were the enterprises of one John Baptist Frem- 
merich, who signed himself “Dutch clothmaker.”” This intrepid 
commoner built his first manufactory in 1710 on the Planitz estate of 
Count Adolf Bernhard Martiniz;™ then set up a second unit in 1717 
on the property of Count John William Kaunitz, a distant relative of 
the owner of Slavkov. Apparently at the instigation of the guilds, 
Kaunitz had the buildings torn down in 1721.” A few years thereafter, 
probably tired of constantly fighting the guilds and frustrated in his 
appeals for protection from the government or from noble landlords, 
Fremmerich left the country. In general, whether under the auspices 
of noble or commoner, Bohemia’s “fine-cloth” industry made little pro- 
gress in the first half of the eighteenth century. It should be noted 
that the Kaunitz, Waldstein, and Fremmerich manufactories were 
capitalistic enterprises, in which the entrepreneur was the owner of the 
raw materials and tools and provided the working space, in short, was 
responsible for all stages of manufacture, from raw material to finished 
goods. 

Several of the enterprises founded in the second half of the century 
—aside from the Brno factory—are worthy of special notice. One of 
the most interesting was established by John Thys in 1762 in Klagen- 
furt (Carinthia). Thys, apparently a prosperous merchant and manu- 
facturer in Eupen (Belgium), located himself in the Carinthian town 
after he had been granted a state loan of 100,000 gulden and the privi- 
lege of importing three hundred pieces of “fine” cloth a year without 
payment of the usual duty. Of Habsburg subsidies to industry, no 
example nearly so generous as this can be found! The stipulation was 
that Thys’s enterprise should reach a 40-loom capacity within a rea- 


598 Johann Richter, “Materialien zur Geschichte der Duxer Manufaktur,” Mitteilungen des 
Vereins fiir die Geschichte der Deutschen in Béhmen, LXXI1 (1933), 142. 

60 SUA, SM C 65/8, Folio 25-38 (3 Nov. 1716). 

61 Hermann Hallwich, Die erste Fabrik in Reichenberg (Liberec 1869), pp. 4-5. 

62 Salz, Bohmische Industrie, p. 326. 

63 HKA, Fasz. 101/2, Red No. 894, Folio 831-885; 921-926. 
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sonable time.” It never did, but in all other respects the Klagenfurt 
cloth works was a model establishment, producing cloth of the highest 
quality; Thys himself, until his death in 1774, was often used by the 
government as a consultant on matters relating to the ailing woolen- 
goods industry. 

Although nobles and commoners generally worked separately, there 
are examples of successful unions of aristocratic and bourgeois entre- 
preneurs. Thus Jacob Matthew Schmidt, a Viennese wholesaler, and 
Counts John Philip and Francis Konrad Stadion, owners of Novy 
Jicin, joined to found a woolen-stuffs manufactory on the estate. 
Schmidt was attracted by the availability of cheap wool and cheap 
labor;”* the Stadions by the opportunity to dispose of beer and other 
victuals to the work force.®* By 1773 ninety-five looms were operating 
in the factory itself and a further one hundred looms were doing com- 
mission work for the firm in Cheb (Eger).°° The Novy Jicin works 
registered continuous growth and in 1825 employed over six thousand 
persons, in and outside the factory.” In the 1830’s it began to mech- 
anize by purchasing a 45-h.p. steam engine from the Cockerill firm 
and by securing power looms, as well as spinning and preparatory 
machines.” 

Another highly profitable enterprise that cut across class lines was 
the Namiest cloth works, initiated by Count Henry Haugwitz and the 
Viennese banker and industrialist John von Puthon, who together with 
associates put up 100,000 fl. as the original capital investment in 1795." 
Housed originally on Haugwitz’ estate Namiest in the building used 
by Capuchin monks until their displacement under Joseph II, this firm 
became in the nineteenth century the largest single cloth factory in 
the monarchy. 

The Namiest and Novy Jicin enterprises are representative of the 
last period of eighteenth-century Habsburg industrial history. Indi- 
viduals were now founding industrial enterprises with little or no 
government support; often all they received was the nominal designa- 
tion of royally privileged factory. Moreover, the middle class—mer- 


64 HKA, 1.0. Commerz, Fasz. 105, Red No. 442, Folio 410. 

65 Klima, Obdobi, p. 363. 

66 Paul Lederer, “Zur Geschichte der Wollenzeugfabrik in Neugedein,” Mitteilungen des 
Vereins fiir die Geschichte der Deutschen in Béhmen, XLIV (1906), 129-130. 

87 Klima, Obdobi, p. 373. 

68 Tbid., p. 374. 

89 Lederer, “Neugedein,” 125. 

70 d'Elvert, Cultur-Geschichte, p. 87. 
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chants and even artisans—was now actively promoting new patterns 
of growth. Guilds still existed, but their opposition was largely ineffec- 
tive. To be sure, modern machines had a difficult time in Jihlava until 
the middle of the nineteenth century, when spinning frames were 
brought in. Liberec, also a citadel of the guild spirit, succumbed much 
earlier. There, during the 1790’s, an enterprising Prague businessman 
named John George Berger was able to establish a cloth factory in the 
teeth of bitter opposition from the cloth workers’ guilds.” 


* * * 


By the end of the century, then, the Habsburg monarchy, with Bo- 
hemia and Moravia foremost, was well into the preparatory stages of 
industrial revolution. The trend was toward mechanization, and this, 
ironically enough, in spite of the mercantilists who had prepared the 
way with their schemes for economic development. For they, in their 
concern to provide employment for as large a population as possible, 
had always opposed labor-saving devices. 

The government officials concerned with the industry of the eight- 
eenth-century Habsburg monarchy were less troubled by such consid- 
erations. They were primarily intent on redressing a long-deteriorated 
economic situation, aggravated to the breaking point by the loss of 
Silesia. Even when Silesia was still part of the monarchy, Austrian 
writers and statesmen had recognized that the industry of the Habs- 
burg lands, and for that matter the entire economy, was backward by 
comparison with that of other European countries. They warned that 
the monarchy was merely a source of raw materials and semifinished 
goods and a market for the finished goods of more advanced countries, 
and was thereby actually nourishing its enemies and weakening its 
own power. The loss of Silesia made industrialization imperative. Only 
forceful action could, and did, pull the monarchy out of a dangerous 
predicament. Whether this feat could have been accomplished with- 
out direct action by the government is questionable. On the other 
hand, the uncritical acceptance of much cameralist dogma was prob- 
ably harmful and made for an inefficient use of resources. One might 
be led to say that the industrial growth of the monarchy occurred both 
because of and in spite of government efforts. These efforts were not 
unlike the shots of a shotgun spraying the general area around a target 
—they could not help but hit something of interest. 


On this basis, by using the woolen-goods industry as a test, a more 
71 Hallwich, Reichenberg, pp. 480-484. 
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or less positive answer can be given to the question whether Austrian 
mercantilism was in practice successful. The period from 1750 on 
provided the climate for the growth of an entrepreneurial group, for 
the accumulation of risk capital, and for an extended and protected 
internal market so necessary for industrial growth. It furnished the 
basis for the penetration of the industrial revolution and for continued 
economic growth in the nineteenth century. Economically as well as 
politically, the Habsburg monarchy fed on the great accomplishments 
of the period 1750-go until its demise in World War I. 


HERMAN FREUDENBERGER, Montana State University 


TABLE 1 


COMPARISON OF WOOLEN-CLOTH AND -STUFFS INDUSTRY 
FOR BOHEMIA AND MORAVIA 


Weavers Weavers 4 Wool 
Population Woolen Stuffs Woolen Cloth Spinners 

1775 
Bohemia 2,401,000 2,700¢ 5,000° 21,100°¢ 
Moravia 1,129,000 8004 4,2004 5,3004 








3,530,000 3,500 9,200 26,400 





1788-89 
Bohemia® 2,922,0008 4,9008 8,300 51,0004 
Moraviat 1,262,0008 2,500) 9,100) 8,000) 


4,184,000 7,400 17,400 59,000 


® These figures include masters, journeymen, apprentices, and helpers. 

> Alfred Giirtler, Die Volkszdhlungen Maria Theresias und Joseph Il 1753-1790 (Innsbruck 
1909), Table 1. 

¢ HKA, Red No. 795, Commercial Landes Aufnahms Tabella pro Anno 1775. 

4HKA, Bohm. Commerz, Fasz. 54, Red No. 796, Summarisches Hauptverzeichniss . . . 
Anno 1775. 

©1788. 

f 1789. 

& Girtler, Volkszdhlungen, Table VIII. 

» HKA, Red No. 795, pro Anno 1788. 

J HKA, Red No. 796, pro Anno 1789. 


TABLE 2 


MORAVIAN WOOLEN-CLOTH INDUSTRY BY DISTRICTS 


Year Masters Journeymen Apprentices Helpers 
119 106 41 36 
242 83 79 118 
63 45 210 163 
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TaBLe 2 (Continued) 


District { Masters Journeymen Apprentices Helpers 
Hradiste 461 67 30 38 
565 128 60 16 
615 100 51 49 
Jihlava 716 95 308 
729 150 2 
803 293 526 
Olomouc 192 19 
208 
327 66 
Prerov ‘ 1074 108 
1094 
1745 
Znojmo 6 


- 


/ 


13 





Totals 





Source: HKA, Red No. 796 


TABLE 3 
BOHEMIAN WOOLEN-CLOTH INDUSTRY BY DISTRICTS 


District Year Masters Journeymen Apprentices Helpers 
Beroun 1775 32 II 10 80 
1788 vs 54 15 8 6 
1797 73 15 13 30 
Boleslawiec 177 706 14 18 
1788 936 394 113 
1797 645 236 
Ceske 1775 97 62 a 
Budejorice 1788 128 20 
(Budweis) 1797 149 19 
Caslav 1775 2 - 
1788 90 61 
1797 169 83 
1775 16 10 
1788 20 18 
1797 22 
Hradec Kralove 1775 65 
1788 
1797 
1775 
1788 
1797 
Klatovy 1775 
1788 
1797 
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TasLe 3 (Continued) 


District Year Masters Journeymen Apprentices Helpers 
Litomerice 1775 154 103 24 365 
1788 192 134 25 217 
1797 198 254 65 950 
Loket 1775 161 27 3 162 
1788 209 67 19 152 
1797 244 63 23 254 
Novy Bydzov 1775 9 I 
1788 37 I 
1797 30 6 
Plzen 1775 10 
1788 236 70 
1797 59 
Prachatice 1775 15 
1788 31 
1797 31 
Prague 1775 I 
1788 
1797 
Rakovnik 1775 
1788 
1797 
1775 
1788 
1797 
1775 
1788 
1797 





1775 
1788 
1797 





Source: HKA, Red No. 795 


TABLE 4 
WOOLEN-STUFFS INDUSTRY 


Masters Journeymen + Apprentices _ Helpers 
Bohemia 
1775 1019 587 104 1051 
1788 1631 825 2121 
1797 1508 981 1877 
Moravia 
1775 268 170 28 335 
1789 92 1687 
1790's not available 


Sources: HKA, Red Nos. 795 and 796. 
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TABLE 5 
STOCKING WEAVERS 


Masters Journeymen Apprentices Helpers 
Bohemia 
1775 1259 623 288 1660 
1788 1812 1308 672 2700 
1797 1925 1379 659 1927 
Moravia 
1775 27 21 8 13 
1789 14 3 
1790's available 


Sources: HKA, Red Nos. 795 and 796. 


TABLE 6 
STOCKING KNITTERS 


Journeymen Apprentices 

Bohemia 

1775 272 129 

1788 301 122 

1797 148 
Moravia 

1775 37 

1789 66 

1790's not available 


Sources: HKA, Red Nos. 795 and 796. 





Sources Of Monetary Disturbances 
In The United States, 1834-1845* 


ONETARY and economic difficulties in the United States in 

the 1830’s and early 1840’s have been attributed by some writers 
to the struggle between the supporters of Andrew Jackson’s “hard cur- 
rency” and Nicholas Biddle’s “Second Bank.” * 

These writers assert that efforts by the federal government to elimi- 
nate monopoly in banking and to institute a “hard currency” did 
much to precipitate the monetary and other economic difficulties which 
characterized the 1830’s and early 1840's. Ancillary to this action and 
also allegedly contributing to the difficulties were elimination of the 
Second Bank as a national institution, the appointment of new deposi- 
tory banks, issuance of the Specie Circular, and the distribution of the 
surplus revenue.” 

The effect of this struggle between Jackson and Biddle and the 
monetary and economic difficulties were not felt solely in the United 
States, but also had an impact abroad. External factors, that is, from 
the United States, critically influenced the British economy, according 
to Mathews.® 

Although Mathews notes the futility in assigning to either country 
causal primacy, on balance, he seems tojfeel that responsibility for the 
course of economic events rested with the United States.* 

By way of contrast, A. H. Cole and W. B. Smith writing on the 
same period, emphasized the important role played by foreign (that 
is, British) influences on monetary and economic difficulties in the 


* This paper was undertaken while I was a member of the Money and Banking Workshop, 
University of Chicago. I am deeply indebted to Phillip Cagan, Milton Friedman, Earl J. Hamil- 
ton and members of the Workshop, Yossef Attiyeh and James K. Kindahl, for helpful comments, 
suggestions and criticisms. I am also indebted to Marshall R. Colberg, Sherman Krupp, and 
Richard H. Timberlake for helpful comments and suggestions. 

1 See, for example, R. C. O. Mathews, A Study in Trade-Cycle History: Economic Fluctuations 
in Great Britain 1833-1842 (Cambridge, England: Cambridge University Press, 1954), p. 46. 

2 Bray Hammond, “Jackson, Biddle and the Bank of the United States,” The Journal of 
Economic History, VII (May 1947), 8. 

8 Mathews, Study in Trade-Cycle History, p. 54. 

4 Ibid., p. 69. 
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United States. Commenting on the Crisis of 1837, for instance, they 
remarked: 


... possibly with a clarity not conveyed by non-statistical accounts of this troubled 
era, the table (of the fluctuations in the volume of trade) suggests the important 
role played by foreign influences in the ‘Crisis of 1837.’* 


At another point they wrote: 


. .- Moreover, explanation of diversity of movement (prices in U.S. and in Great 
Britain) is to be found, not in differences of timing here (U.S.) and abroad in 
the ebb and flow of credit, business confidence, or other force or forces which 
may be conceived as determinative of cyclical movements in general business 
conditions, but (at least proximately) in changes in the magnitudes of such items, 
as capital inflow, which are elements in the American balance of payments. . . 


Indeed, they concluded with some exceptions 


. . . the story is much as one would forecast from the application of the theory 
of international trade to the conditions of American relationship with foreign 
countries in the decades under inspection. . . .7 


This paper will limit its scope to an examination of the internal 
monetary disturbances as they are mirrored in the money supply and 
prices. The hypothesis is advanced that the primary source of mone- 
tary disturbances in the United States in the years 1834-1845 was ex- 
ternal, but such an allegation does not mean that internal events in 
the United States were negligible. Section II elaborates the hypothesis 
and discusses its relevance for the period under study. Section III 
checks the consistency of the predictions derived from the hypothesis 
with available data. Owing to the limitations of data, however, no 
claim is made that the hypothesis or the derived predictions have been 
rigorously tested. At best, this study shows that both ‘hypothesis and 
predictions are either consistent or inconsistent with available data. 
Section IV presents conclusions, and an appendix shows the sources 
and arithmetic instrumental in measuring the money supply. 

5A. H. Cole and W. B. Smith, Fluctuations in American Business 1790-1861 (Cambridge: 
Harvard University Press, 1935), p. 73. Also cited in Mathews, Study in Trade-Cycle History, 
p. 69. The article by Clark Warburton which appeared in this JournaL in September 1958 and 
which emphasizes the importance of external factors came too late to hand to be included in 
the present paper. 


6 Ibid., p. 68. 
7 Ibid., p. 68. 





Sources of Monetary Disturbances 409 





II 


The international specie standard dominated the 19th century eco- 
nomic scene. Its successful operation required that participating coun- 
tries fulfill four conditions: (1) The country had to fix and maintain 
the specie value of the national unit of account. (2) All countries 
which were a part of the specie standard system, had to allow free 
imports or exports or specie. (3) Each country had to allow specie 
movements to have the proper effect on the domestic supply of its own 
money. The supply of money had to increase with a persistent inflow 
of specie, and it had to decrease with a persistent export of specie. 
These three conditions are sufficient to ensure external balance among 
the countries on a specie standard.® In order, however, to ensure what 
we shall call “internal balance” as well, a further condition is neces- 
sary, viz., that (4) a reasonable amount of price flexibility has to be 
enjoyed. 

The United States, as a country on a specie standard, like any other 
participant, will operate under the restrictions imposed by these four 
conditions. As a minor country it adapts to, rather than creates, these 
conditions. 

Although logically the conditions cited above may appear independ- 
ent of each other, in practice they cannot be isolated. Under a specie 
standard the exchange rates are fixed within specie points, with the 
result that the internal price level in the United States is at first 
determined by the external price level. The internal price level must 
be of a value relative to the external price level such that payments, 
including capital flows, balance. Consequently, the internal money 
supply is determined by external conditions, but its composition may be 
affected by internal monetary circumstances. Nevertheless, a special 
explanation for domestic disturbances can arise only if internal prices 
move differently from external prices. 

Domestic conditions can affect the internal price appreciably inso- 
far as they affect the conditions of external balance. For example, sup- 
pose internal monetary (bank credit) expansion threatens suspension 
of specie payments. A capital outflow will result, and suspension will 

8 External balance is taken to mean the absence of balance of payments difficulties; internal 
balance is synonymous with the maintenance of full employment without a continuing inflation 


of money prices and costs. Cf. J. E. Meade, The Balance of Payments. (Oxford University 
Press), 1951, p. 106-107 and Chs. xiii-iv. 
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be avoided only by an internal price level sufficiently low relative to 
the external price level that a surplus will arise which finances the 
capital outflow. 

If the country is not on a specie standard, the situation is different. 
Internal monetary changes affect the price level and through it ex- 
change rates, so the price level is no longer rigidly linked to price 
levels abroad. 

The primacy of external factors on internal price levels is important 
because internal monetary disturbances may be simply a manifestation 
of disturbances more fundamental in nature. Consider the period 
under study. Not only was the United States a substantial importer of 
capital from 1834-39, but external prices, as judged by a price index 
for Britain, were rising from 1834 to 1836. Both of these developments 
required an increase in the internal money stock in the United States. 
The only question was how. An expansion of bank note issues and 
deposit credit would not be a reason for an increase in the money sup- 
ply; it would be only one form of a rise that would have occurred 
in one way or another. In other words, an internal balance would be 
consistent with external balance only if the domestic money supply 
would increase. And, of course, the opposite would occur for a period 
of world inflation and cessation of capital imports. 


III 


Predictions derived from the hypothesis presented in Section II for 
the behavior of the money supply and prices may now be compared 
with available data. The series on money and prices are presented in 
Table 1 and Figure 1.° These series show that the domestic money 


91 have selected price series given in A. H. Cole and W. B. Smith, Fluctuations in American 
Business 1790-1861, as representative of Eastern prices, the price series of T. S. Berry, ““Whole- 
sale Commodity Prices at Cincinnati and in the Ohio River Valley 1818-60,” in A. H. Cole, 
Wholesale Commodity Prices in the United States 1700-1861 (Cambridge, Mass.: Harvard Uni- 
versity Press, 1938), as representative of western prices, G. R. Taylor, “Wholesale Commodity 
Prices at New Orleans 1800-61,” Idid., as representative of Southern prices, and the price series 
of N. J. Siberling, “British Prices and Business Cycles, 1779-1850," Review of Economic Sta- 
tistics, Vol. V (1923), as representative of external or foreign prices. These series are available 
monthly and quarterly in convenient and accessible form in their respective sources, and it 
has therefore not been considered necessary to reproduce them here. I have taken the annual 
averages of the various series with 1834-42 as a base. The choice of annual averages is dictated 
by the availability of data on the total money supply. 

In representing eastern prices, I have limited myself to Eastern Prices as given, by Cole and 
Smith. The justification for this is the substantial correlation between price movements in the 
various eastern cities which permits the use of a single index depicting Eastern prices. I have 
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supply and prices moved in the same direction as external prices. They 
also reveal that the amplitude of movement was greater in domestic 
than in external prices. The consistency between the first differences 
of the money supply and prices in the United States and external 
prices as judged by the rank (Spearman) correlation coefficient is 
statistically significant.’ The greater amplitude of movement in do- 


TABLE 1 
INDEXES OF STOCK OF MONEY AND PRICES 
IN THE UNITED STATES, 1834-45 (BASE: AVERAGE 1834-42) 





Stock @ Eastern Western Southern 
Year of Money Prices Prices Prices 
(1) (2) (3) (4) (5) 


1834 76 go 84 gt 
1835 83 107 103 117 
1836 109 128 126 
1837 108 116 103 
1838 106 105 114 102 
1839 118 122 

1840 107 86 87 
1841 04 87 88 
1842 97 75 71 
1843 86 70 67 
1844 93 73 71 
1845 III 76 72 








® Simple Average of Relatives computed from Table 4, Col. (2). 
Sources: Stock of Money, see Appendix. 
Prices, see footnote 9. 





selected New Orleans prices as representative of price movements in Southern sections of the 
United States. The choice, dictated by the availability of data, can be justified by the economic 
importance of the Mississippi Valley during the period 1834-45. It seemed desirable to obtain 
a price series for at least one interior community and here the availability of data dictated 
Cincinnati and the Ohio River Valley. Finally, since this paper advances the hypothesis that 
internal monetary difficulties in the United States had their origin largely in external events, 
information on the movement of external prices is necessary and here the importance of 
Britain in the trading world as well as availability of data dictates this country. 

10 Spearman rank correlation coefficient for the first differences of the money stock and 
prices, and rank correlation coefficient of first differences of internal prices and external prices: 
(for N == 11) 

1) Quantity of Money and Eastern Prices lisse «OQ (significant .05) 

2) Quantity of Money and External Prices ... = .71 (significant .05) 

3) Quantity of Money and Western Prices ...... Be 80 (significant .o1) 

4) Quantity of Money and Southern Prices lessees +70 (significant .05) 

5) External Prices and Eastern Prices ........ vesessseseessseseseeee 097 (significant .o1) 

6) External Prices and Western Prices .......ccccscccecesseseeresssreeeeeeee 270 (significant .05) 

7) External Prices and Southern Prices .... 77 (significant 01) 
Table of significance levels is given by Sidney Siegal, Non Parametric Statistics in Behavioral 
Sciences (New York: McGraw-Hill, 1956), Table “P.” 
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mestic prices is attributable partly to differences in statistical construc- 
tion of the price series, and partly to the adjustment within the United 
States economy to capital flow.’ The one exception to the agreement 
in the direction of movement between the domestic money and price 
series and the external price series, 1837-1838, is also consistent with 
the hypothesis derived from economic theory. 

Economic explanations for the differences in the amplitudes in do- 
mestic and external price movements and the years 1837-1838 are par- 
ticularly revealing. During the period of this study, the United States 
economy was exposed to two external developments: an external price 
level rise followed by a decline, and an inflow of capital followed by a 
cessation of this inflow.’* Given the specie standard, we should expect 
that an inflow of capital and the corresponding increased supply of 
foreign exchange would drive the exchange rate in the United States 
to the specie-import point; the inflow of specie would cause the money 
supply in the United States to rise, and consequent price changes would 
cause imports to rise and exports to fall.’* In this way the trade balance 
would be turned against the United States thus enabling the real trans- 
fer of capital to the United States to occur. And, conversely for the 
period when capital inflows ceased. 

Although detailed information on foreign investment in the United 
States is not available, Jenks estimates that the total quantity of British 
capital invested in the United States during the 1830’s was “approxi- 
mately equal to the indebtedness incurred by the several states during 
the 1830's.” "* The outstanding debt of the several states amounted to 
over one hundred seventy-four million dollars in the 1830's, and the 
greater part of this amount, one hundred eight million dollars, was in- 
curred from 1834 to 1838.’° A committee of the House of Representatives 
which made its report in 1843 estimated the amount of state and city 
debt held abroad at that time to be one hundred fifty million dollars, 
nearly all of which had been borrowed from the early 1830’s to 1839."° 
Bullock, Williams, and Tucker estimate foreign investment in the 


11 Cf., Cole and Smith, Fluctuation in American Business 1790-1861, p. 67, for a discussion 
on differences in the statistical construction of eastern and external prices indexes. 


Ch. II-IV. 

18 Jacob Viner, Canada’s Balance of International Indebtedness, 1900-1913 (Cambridge, 
Mass., 1924) Chapters 7 and 9. 

14 Ibid., p. 358. 

15 [bid., p. 358. 

16 H. R. 296, 27th Congress, 3rd Sess., March 2, 1893, pp. 3, 7. 
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United States at one hundred million dollars for the period 1830-1838; 
Jenks states that this estimate is an “understatement.” 7 Although the 
above estimates leave much to be desired, they do suggest a large cap- 
ital inflow into the United States. 

Contemporaries state that the heaviest loan flotations abroad by the 
several states occurred from 1834 to 1839 and reached peaks in early 
1836 and late 1837 to early 1838."* In one trip to London in the spring 
of 1836, for instance, Samuel Jaudon of the Second Bank carried over 
twenty million dollars of securities in addition to bonds for a gold 
loan of two million pounds which Baring Brothers were to issue on 
behalf of the Bank.”® 

Although the capital inflow varied, owing partly to monetary un- 
certainty in the United States, it did not cease until after 1839. A 
combination of events brought about an end to the capital inflow.” 
In the first place, the resources of the London money market were 
imperilled by the crop failure of 1838 which necessitated the expendi- 
ture in that year and the one succeeding of ten million pounds for 
foreign grain. In the second place, the demand for English textiles on 
the European continent declined. The consequent strain upon the re- 
sources of the Bank of England was only partly relieved by large 
gold borrowings from the Bank of France. The heavy and varied 
capital flows thus had implications for the required behavior of ex- 
change rates, specie flows, money supply, relative prices and the bal- 
ance of trade. The remainder of this section will examine the behavior 
of these variables. 

Figure 2 presents in per cent the price of pound sterling in terms of 
dollars. The quotations are for the purchase of 60 day Banker’s Bills 
on London in New York City. The mint par value in Figure 2 prior 
to August 1, 1834, was 102.7 and after August 1, 1834, it was about 
109.5.’ The interval about the mint par value was determined by the 


17 Jenks, The Migration of British Capital to 1875, p. 363 and C. J. Bullock, J. H. Williams, 
and R. S. Tucker, “Balance of Trade of the United States,” Review of Economic Statistics, pre- 
liminary Vol. I (1919), pp. 215-66. 

18 Cf., Jenks, The Migration of British Capital to 1875, Chapters III-IV; Alexander Trotter, 
Finances of the North American States (London: Longman, 1839), H. R. 296, 27th Congress. 

19W. B. Smith, Economic Aspects of the Second Bank of the United States (Cambridge: 
Harvard University Press, 1953) p. 89. 

20 Jenks, The Migration of British Capital to 1875, Chapters III-IV. 

21 The legal rate of the pound sterling was $4.44 4/9 as fixed by the revenue act of July 31, 
1789, under which imported wares from British sources were appraised. This rating was in 
accord with the valuation of the silver dollar that had been adopted by the Continental Con- 
gress by the ordinance of 1786. However, the value of the pound sterling was about $4.566 in 
gold owing to the demonetization and lower rating of silver in England. Thus the quotations 
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cost of importing and exporting specie; these determined the specie 
points.” Any tendency for the exchange rate to move outside this 
range would lead to the import or export of specie and set in motion 
the classical specie standard adjustment mechanism of capital move- 
ments and changes in prices between the United States and the rest 
of the world. 

If the divergent movement in 1837 be put aside for later considera- 
tion because of suspension of specie payments, then through the greater 
part of the borrowing period London funds were usually, although 
not continuously, at a discount in New York. Such a disparity reflected 
the general prevalence of an excess in the supply of, over the demand 
for, foreign bills in the United States. If we can trust the estimates of 
Jenks and others, such a result was to be expected from the continu- 
ous and increasing flotation of United States loans abroad, not at an 
even rate, but in an increasing volume. The generally upward trend 
in the rate of borrowings abroad would explain the generally present 
discount on London funds. The irregularity in the rate of increase, 
and especially the sporadic recurrence of decreases, would explain the 
occasional appearance of premiums on London funds in New York. 

Unfortunately, detailed quantitative verification is not possible. In 
the first place, detailed information is not available either for the 
quantity of United States loan flotation abroad or for the timing of 
these loans. In the second place, the effect of borrowings on exchange 
rates may be hidden by disturbances due to temporary causes. If we 
can trust the available estimates on the quantity and timing of loan 
flotations abroad, changes in exchange rates conform to theoretical 
expectations. 

Theoretically, we would expect that specie inflows and an expan- 
sion of the money supply would follow heavy borrowing abroad. 
Table 2 presents data on specie movement for fiscal years ending 
September 30; and, hence they do conform to our money supply esti- 





of exchange at par prior to August 1, 1834, were in figure 102.7. No legal change was made 
after the alteration of the weight of gold coin in 1834-37, yet by that alteration the 113.001 
gtains of pure gold in the pound sterling, estimated in dollars of 23.22 grains pure gold, gave 
$4.86%5. The difference between the last mentioned equivalent and the one of 1789 amounts 
to approximately 9% per cent, hence the part of exchange was expressed with a minimal 
premium figure, thus 109'4, notwithstanding an act of 1842 which rated sterling at $4.84, in 
payments by and to the treasury. Cf. Hunt’s Merchant Magazine, I (1839) 536. 

22 The cost of shipping specie varied with freight rates, interest rates, and other factors. 
Over the period of this study, contemporaries estimated that the “export point” was approxi- 
mately “two per cent above real par” or “about ten per cent nominal advance.” Reports of the 
Secretary of the Treasury, Ill (1834) 597. 
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TABLE 2 


DISPARITIES IN AMERICAN EXTERNAL TRADE 
IN MERCHANDISE AND BULLION 1833-45 
(in thousands of dollars) 





Merchandise Trade Coin and Bullion 
Year eh 


Ending Excess Excess Excess Excess 
September 30 of Imports of Exports of Imports of Exports 








1833 13,519 4,459 
1834 6,350 15,835 
1835 21,549 6,654 
1836 52,241 9,076 
1837 19,030 4,540 
1838 9,008 14,239 
1839 44,245 

1840 25,410 

1841 11,140 

1842 3,803 

1843* 40,392 

1844% 3,141 

1845 75144 





® Fiscal year ending June 30. 
Source: H. R. Executive Document No. 3, 38th Congress, 1st Sess., pp. 269-271. 


mates, Tables 3, 4, and Figures 4 and 5 in appendix which are nearest 
January 1.” Nevertheless, as a first approximation, the specie move- 
ments presented in Table 2 indicate the direction the money supply 
should have taken. For years of large capital movements there were 
large and varying specie inflows. The specie inflow for fiscal year 1837 
includes the receipt of indemnities from France, Naples, and Spain; 
the indemnities were paid in specie at the insistence of the United 
States government.***° Receipt from this source may partly explain 
why the United States imported specie at a time when a temporary 
interruption and reversal of capital movements occurred. In 1839 the 
heavy capital inflow of previous years ceased and specie flows reversed. 
In general, specie movements conform with theoretical expectations. 
Other things equal, we would expect to find that the specie inflow 
effected an increase in the money supply during the period of capital 
inflows. But other things were not equal and variations in high- 
powered money, or specie, show little relation to variations in the total 
23 See Appendix to this paper. 


24 Reports of the Secretary of the Treasury, 1V (1837) 199, 253, 364. 
25 Ibid., pp. 199, 253, 364. 
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money supply.”* Thus, if we consider the annual rate of change of the 
money stock, Table 4 and Figure 5, rather than its absolute level (be- 
cause rates of change are more likely related to business conditions 
than changes in the level of the money stock),”’ then for the period 
1834-1845 the most notable influences are the variations in the rate of 
change in the reserve ratio of banks and the specie-money ratio of the 
public. Indeed, from 1834 to 1845 the changes in the rate of change in 
the reserve ratio account for 64 per cent of the variation in the rate of 
change in the money stock; the changes in the rate of change in the 
specie-money ratio account for 20 per cent; the changes in the rate of 
change in high-powered money account for 19 per cent.”* 

Moreover, as our graph and table suggest, changes in the rate of 
change in the reserve ratio and specie-money ratio played a greater 
part in most of the year to year variations in the rate of change in the 
money stock than specie or high-powered money. This behavior does 
not negate the importance of capital inflows. The internal stock of 
money was determined by external conditions; but its composition 
was affected by internal monetary circumstances, and the internal dis- 
turbances occasioned by the conflict Jackson and Biddle seem to have 
had significant effects at this juncture. Such a conflict caused a degree 
of uncertainty and apprehension which could only permit mainte- 
nance of the existing stock of credit by a larger stock of specie. A 
larger specie stock could be obtained either by a larger capital inflow 
or a more favorable (or less unfavorable) balance of trade. In effect, 
the internal struggle for monetary supremacy partly offset the infla- 
tionary tendency of capital inflows. 

The behavior of the public specie-money ratio, Table 3 and Figure 
4, seems to support the above analysis. From 1834 to 1838, when the 
struggle was particularly bitter, the public in its desire to increase the 
fraction of specie to bank money exerted constrictive pressure on the 
money supply by its desire to hold specie balances. Such a conclusion 
contradicts the views of contemporaries and more recent students of 
the period, who saw the struggle between Jacksonian Democrats and 
Biddle Whigs, encouraging the growth in the money supply. 

The banking system, as judged by the behavior of the reserve ratio, 
seems to have carried most of the adjustment in the money supply 
required by the capital inflow. Indeed, this should not be surprising. 


26 See Arithmetic of Money Supply in Appendix in this paper. 
27] am indebted to Milton Friedman and Phillip Cagan for this point. 
28 See Appendix. 
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Modifications in the specie standard adjustment mechanism must be 
made when the utilization of loans is in the hands of complicated 
banking systems.”® For example, banks may expand their operations 
the moment loans abroad have been secured. The loans could remain 
abroad until banks called for them, in order to adjust their specie posi- 
tions to the increased volume of notes and deposits already generated. 
Conversely, banks may contract their notes and deposits in response 
to a capital outflow and specie need not flow out of the country. And, 
as we have seen above, the public in general may affect the money 
supply in its attempt to change the amount of specie to bank money it 
is willing to hold. For this period in general variations in high-powered 
mcney showed little relation to variations in the money supply; but 
variations in the money supply, nevertheless, conformed to the expec- 
tation we derived from the theory of international capital adjustments. 

Although price level movements were discussed elsewhere, we should 
also examine changes in prices with respect to their adjustment to 
capital flows. One would expect that large inflows of capital would 
result in a rise in prices in the United States and perhaps a fall (or less 
of a rise) in the lending countries relative to “other” world prices. 
Since world prices were in general rising in the earlier part of the 
period, one would expect a rise in prices in the United States exceeding 
the rise in world prices, and lesser rises in the lending countries (Great 
Britain). Conversely, with the cessation of capital imports following 
1839, one would expect prices in the United States to fall relative to 
world prices. Since world prices did fall after 1839, United States prices 
should have declined more rapidly than world prices. 

In addition to the statistical difficulties in verifying the shifts in 
prices alleged to result from capital flows, the problem of obtaining 
proper empirical evidence on prices, particularly world prices, is for- 
midable for this period. “World” or external prices used here are 
British prices, but the bulk of capital imports to the United States 
came from Britain, so logical correspondence is good in any case. 

As illustrated in Figure 1, internal prices in the United States rose 
sharply relative to external or British price when imports of capital 


by the United States were large between 1834 and 1836. Although 


29 Another factor helping to explain the relatively small specie flow is the “income effect.” 
Thus the inflow of funds causes money income and expenditure to rise in the United States 
and, as income rises, imports rise still further and exports fall. In essence, the “income effect” 
speeds up the adjustment process and relatively small specie flows are required to accomplish 
the real transfer. Cf. L. A. Metzler, “The Theory of International Trade,” in H. S. Ellis, ed., 
Survey of Contemporary Economics (Philadelphia, 1948), Vol. I, pp. 211-22. 
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capital imports did not cease completely with the difficulties in 1837, 
they did decline substantially and for a short period of time in early 
1837 there was even a temporary reversal. The period 1837-1838 was 
one of suspension of specie payments in the United States; and as one 
would expect during a period of suspension, internal prices in terms 
of bank money in the United States increased and the exchange rate 
depreciated.” Following 1839, capital imports by the United States 
ceased, and internal prices fell sharply relative to external prices, re- 
versing the movements of the earlier period. 

One would expect on theoretical grounds that the United States bal- 
ance of trade position would become unfavorable (or less favorable) 
as a result of continuous and heavy inflows; and conversely, one would 
expect on theoretical grounds that the balance of trade would become 
ultimately favorable (or less unfavorable) as a result of capital out- 
flows. When capital is imported or exported steadily over a long pe- 
riod, a new trade equilibrium must be reached by the movement of 
goods. In the long run commodity imports and exports are the flexible 
items in the balance of payments. 

Table 2 presents data for the balance of trade of the United States. 
Data in this table reveal that in the earlier period the large import 
surplus coincided with heavy capital inflows. When capital inflows 
ceased the balance of trade became for the most part active. In general, 
the balance of trade seems to conform to the expectation of theory. 

Let us turn now to an economic explanation for the differences in 
the direction of movement of internal and external prices in the period 
1837-1838. These differences seem to have their origin in a combina- 
tion of two forces. In the first place, external prices fell sharply in the 
period 1836-1837.*" This alone would have required a decline in in- 
ternal prices in the United States. 

In the second place, the period 1836-1837 saw the peak of agitation 
and corresponding victory of the political forces favoring a “hard cur- 
rency.” The victory took concrete expression in the Specie Circular 
and Deposit Bank Act during the summer of 1836.% Through these 


80 The initial increase in internal prices followed by a subsequent decline in order to achieve 
resumption is concealed by annual averages in Figure 1. See Figure 3. 

81 Cole and Smith write “Almost without exception, the rise and fall of British prices an- 
ticipate corresponding movements of American . . . a year before the definite turn came in the 
American cycle, March 1837, British prices were beginning to move rather rapidly down- 
ward. .. .” Cole and Smith, Fluctuations in American Business 1790-1861, p. 67. 

82.On July 11, 1836, the Treasury Department issued what is termed the “Specie Circular.” 
This circular was an order instructing agents for the sale of public lands to take in payment 
only specie (and no longer receive the notes issued by banks). In certain cases, however, Vir- 
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measures the federal government sought to maintain the specie stand- 
ard, but its ability to do so was uncertain. Passage of the Deposit Act 
suggested that legislators wanted title to the “surplus” under the juris- 
diction of the state government rather than the federal government, 
and the Specie Circular was a contravention of this desire. Distrust in 
the government probably originated in the operation of the Deposit 
Act itself. Public misgivings about the maintenance of the specie stand- 
ard soon became intensified when it became clear that not all of the 
government’s depository banks would be able to meet the provisions 
of the Deposit Act.** Attempts by depository banks in particular, and 
by all banks in general, to increase their specie reserve in the face of 
specie withdrawals to effect the distribution, and the firm refusal of 
the government to repeal the Specie Circular merely increased public 
suspicion internally and externally, and provoked the aforementioned 
increase in the public’s specie-money ratio. Externally it lead to a 
“flight” from the dollar, and the financing of this adverse movement 
put still further pressure on internal prices.** Rather than accept the 
adjustments required by the specie standard, the United States sus- 
pended specie payments in the spring of 1837. 

When New York banks suspended specie payments in May 1837, 
banks in other parts of the country quickly followed their example. 
Suspension, although legally sanctioned by the various states, was 
viewed as a temporary expedient. The suspension of specie payments 





ginia scrip was acceptable. And, indulgence was granted the small-land purchaser (320 acres) 
until December 15, 1836. Reports of the Secretary of the Treasury, Ill (1837) 764. Almost 
simultaneously Congress authorized that the surplus in the Treasury above five million dollars 
be distributed among the states in proportion to their population. The distribution was to be 
made in quarterly installments beginning January 1, 1837. This was the Deposit Act of 
“distribution of the surplus revenue.” At the time of passage of this Bill the surplus in the 
Treasury amounted to approximately forty-one million dollars. 

33 The first three transfers came from the Eastern Seaboard States and the fourth transfer 
was cancelled. The deposits in the Southern and Western States that had failed were no* 
available. Reports of the Secretary of the Treasury, I11-IV and E. G. Bourne, History of the 
Surplus Revenue of 1837 (New York: G. P. Putnam’s Sons, 1885), Appendix. 

84 Examination of Figure 2 shows that in the first three months of 1837 exchange rates stood 
at the specie export point—“two per cent above real par” or “about ten per cent nominal ad- 
vance” (Reports of the Secretary of the Treasury, Il [1834] 597)—and in April at the time 
of the second transfer of the surplus to the states, they were above it. The United States lost 
over $2 million in specie to Britain in the spring of 1837. (Reports of the Secretary of the 
Treasury, 1V [1838].) As suggested by some authors, the loss of specie at this time may be 
partly attributed to the “adjustment” undertaken by the specie losing country, Britain, in 
response to the heavy specie outflow which accompanied the capital outflow to the United 
States in the earlier years. It seems not unreasonable, however, to attribute a part of the specie 
outflow to a growing distrust on the part of foreign investors in the ability of the United States 
to maintain the specie standard. 
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meant in principle the inversion of the role of the stock of money. In- 
ternal monetary changes affected the price level and through it the 
exchange rate. As judged by Figure 3, internal prices at first increased 
following suspension and then decreased as a prelude to resumption. 
Specie went to a premium; and exchange on London, which was tanta- 
mount to command over specie, inevitably moved in the same direction 
and degree. 

Suspension brought an end to the many business failures because it 
ended the austere bank credit contractions.” If suspension brought 
relief, it also introduced a dual monetary system—specie and bank 
money not interchangeable at a fixed rate. As noted above, the specie 
premium was equivalent to a depreciation of the bank dollar in terms 
of specie or foreign exchange, and since the suspension was not ex- 
pected to last, it provided an incentive to convert foreign balances into 
dollars.” 

The suspension, by creating a dual monetary system, reduced the 
usefulness of bank money. The given nominal stock of money became 
equivalent to a smaller stock with free interchangeability. Moreover 
insofar as the dual monetary system needed more of both bank money 
and specie, the public tried to increase its ratio of specie to bank money. 

Imports of specie were supplemented by issues of Treasury notes to 
meet current governmental expenditures in the latter part of 1837. 
During the suspension, the want of small change induced various 
measures to meet its absence, such as the issues of fractional bills for 
$1.25, $1.50, and $1.75.*° Another device, employed for a brief period 
was the issue of spurious copper coin to supply the absence of cents.” 


35 A memorial from the merchants of New York to President Van Buren in May 1837, 
requesting the repeal of the Specie Circular, states that within the previous six months New 
York suffered “250 failures of houses engaged in extensive trade” and “within a few weeks, 
not less than 20,000 individuals have been discharged by their employers because the means 
for retaining them were exhausted. .. .” Reports of the Secretary of the Treasury, Vol. IV 
(1837), pp. 38-40. 

New York then had a population of about 310,000. If we assume that at least one-third of 
this total constituted the labor force and that the merchant's estimate of jobless is correct, 
unemployment in New York City in this period amounted to over 20 per cent of the labor force. 

36 Contemporaries denounced the shipment of one million pounds (L) of specie from Eng- 
land to the United States in early 1838 as “mere quackery.” Jenks, Migrations of British 
Capital to 1875, p. 92. 

37 Reports of the Secretary of the Treasury, Vol. 1V (1838). 

38]. G. Martin, Seventy-three Years’ History of the Boston Stock Market, from January 1, 
1798, to January 1, 1871 (Boston: published by the author, 1871), p. 29. 

89 “These (copper coins) bore all kinds of devices and caricatures, mostly levelled at General 
Jackson's policy. In the midst of a brisk and lucrative business, orders came from the attorney 
general at Washington to prosecute all makers, vendors, and circulators of spurious coin... . 
Thus ended the fun and profit.” [did., p. 31. 
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Unfortunately, estimates are not available either for the quantity of 
fractional bank notes outstanding or for the quantity of spurious coin 
outstanding. 

Contemporaries report that in late summer of 1837 banks started 
seriously to contract their operations. The East contracted its opera- 
tions most sharply in the period 1837-38, followed by the West and, 
lastly by the Southwest.“” Between 1837 and 1838, loans and discounts 
in the East declined by approximately 15 per cent, notes by 28 per 
cent, and deposits by 4o per cent. Data available on a less-than-annual 
basis for two key states, New York and Pennsylvania, indicate that 
during the period of suspension the severest contraction had taken 
place in New York.’ The banks of New York, from June 1837 to 
May 1838, contracted their loans and discounts by 23 per cent, their 
notes by 20 per cent, and their deposits by 23 per cent; Pennsylvania 
banks contracted loans and discounts by 12 per cent and notes and de- 
posits by ro per cent. In the West, during the same period, the State 
Bank of Indiana contracted its loans and discounts by 25 per cent, notes 
by 5 per cent, and deposits by 16 per cent. As was to be expected, pres- 
sure on the money market increased, rates advanced and reached 18 per 
cent in March and April 1838, as banks resumed specie payments.” The 
money supply contracted by 2 per cent and the annual indexes of in- 
ternal prices decreased by an average of 3 per cent in the period 1837- 
38. The subsequent resumption was made easier by an increase in 
external prices from 1837-38. On May 10, 1838, the banks of New York 
resumed specie payments and were soon followed by others throughout 
the country. 

Some students have tended to treat the monetary disturbances in 
the United States as isolated, random blows of fortune occasioned by 
the political struggle between President Andrew Jackson and the Dem- 
ocratic Party on the one hand and Nicholas Biddle and the supporters 
of the Second Bank on the other. They argue, in effect, that the poli- 
cies of the federal government at first promoted an autonomous ex- 
pansion of the money supply, and then later promoted an autonomous 
contraction. The federal government did at first encourage the new 
depository banks along with others to expand their operations; but it 
also discredited the new depository banks and the banking system in 


40 Reports of the Secretary of the Treasury, Vol. TV (1838), and Comptroller of the Currency 
for 1876. 

41 Anna J. Schwartz, “Pennsylvania Banking Statistics” and “New York Banking Statistics,” 
National Bureau of Economic Research (Unpublished manuscripts) . 

42 Martin, Seventy-three Years’ History of the Boston Stock Market. 
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general by its issue of the Specie Circular and by its demand for an 
Independent Treasury System. Under the specie standard and the 
external conditions necessarily imposed on the United States economy, 
the fact that banks expanded and later contracted their numbers, notes, 
and deposits was merely the form taken by the expansion and subse- 
quent contraction that would have occurred from one “cause” or an- 
other. 

Consider, for instance, the sharp contraction and corresponding price 
decline from 1839-1843. External prices also declined and the required 
internal price fall in the United States was further intensified by the 
cessation of the capital inflow of earlier years and by some repatriation 
of foreign investment. This contraction had important effects on the 
banking structure of the United States, namely: the destruction of the 
Second Bank in 1841, and about a 25 per cent decrease in the number 
of banks from 1840 to 1843. The collapse of the banking system was 
one of the forms by which an adjustment, forced by other circum- 
stances, worked itself out. The price decline abroad, cessation of the 
large capital inflow of earlier years, repudiation of obligations, suspen- 
sions of specie payments by some banks, and distrust both at home and 
abroad of the maintenance of the specie standard by the United States 
made a sizeable decline in prices the only alternative to the abandon- 
ment of the specie standard and depreciation of the dollar relative to 
other currencies. Given the maintenance of the specie standard, such 
an adjustment was unavoidable; if it had not occurred partly through 
the banking collapse, it would have done so in some other way—for 
example, by an export of specie. 

This link with external conditions is important because it means 
that much that occasioned current interest and excitement was in fact 
only froth on the surface. In any period during which the United 
States is on the specie standard, the size of the money stock was pri- 
marily determined by the requirements of external balance or equi- 
librium. 

In the period 1843-45 few events require special mention; the move- 
ments in money and prices seem attributable to no special factors. The 
political agitation over monetary conditions ended for ail practical 
purposes with the defeat of the Independent Treasury and destruction 
of the Second Bank in 1841. 

The level of internal prices reached by the United States by 1843 was 
lower relative to external prices. A heavy specie inflow in this year 
temporarily filled the gap in payments that would otherwise have re- 
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quired an appreciation of the dollar relative to other currencies (ruled 
out by the fixed exchange rate under the specie standard) or a more 
rapid rise in internal U.S. prices. At the same time the large specie 
inflow provided the basis and stimulus for an expansion in the money 
stock and rise in prices from 1844 to 1845, and led to a reduction in the 
specie inflow in 1844 and an outflow in 1845. 

This paper has presented a formal analysis of the determinants of 
the money supply. Failure in other studies to make use of available 
data on the money supply and failure to subject such data to a formal 
analysis has led to error, and has led many students to an incorrect anal- 
ysis of the effects of the internal monetary disturbances on the money 
supply and prices. Thus, in the earlier part of the period, paradoxically, 
the monetary damage done by the internal monetary disturbances 
probably prevented the money supply and prices from rising more 
than otherwise would have been the case, rather than producing too 
rapid a rise in the money supply and prices. 


GrorcE Macesicu, Florida State Uniwwersity 





APPENDIX 


A. Source of Data on Money Supply 


The sources of monetary statistics for this period is the Comptroller’s Re- 
port of 1876. The comptroller in turn compiled his information from Con- 
gressional documents bearing serial nurnbers 385, 578, and 689, and Elliot’s 
Funding System (28th Congress, 1st Session, Executive Document No. 15). 

The estimates of the comptroller do not include the operations of private 
bankers since they were not required to report to any authority. In function, 
the private banks varied considerably and were usually somewhat different 
from chartered banks. They were not banks of issue, though they sometimes 
circumvented or openly violated laws against note issue. For example, the 
existence of “George Smith’s money” is a case in point. These notes were 
issued by the Wisconsin Marine and Fire Insurance Company, which was 
controlled by George Smith. The company clearly had no right to issue 
circulating notes, but these notes were convertible into specie at all times 
with such absolute certainty that they passed at par everywhere, and for years 
constituted the best currency in the Northwest.*® Although private bankers 
operated in the deposit field, their operations in this field were negligible. 


The main operations of private bankers were in fields of exchanges and 
stocks and investment. Henrietta M. Larson writes: 


. . . Though he (private banker) carried on various types of banking, exchanges 
and investments became his special fields. Private banking houses, such as Brown 
Brokers, Drexel and Company, Chubb and Schenck, Lee, Higginson and Co., and 
E. W. Clark and Co. became important figures in American finance. . .* 


Moreover, the importance of private bankers in the note issue field and in 
the deposit field did not change over the period of this study. The later 
development of private bankers in the deposit field can be partly attributed 
to the stricter regulations imposed on state banks by the various states.” In 
view of their negligible importance and the fact that their importance did 
not change in the note issuing and deposit field, the absence of private banks 
from the estimates of the comptroller should not subtract greatly from the 
accuracy of our estimates of the money supply. 

The estimates of the comptroller do not include the circulation of closed 


43 A. B. Hepburn, A History of Currency in the United States (New York: Macmillan Com- 
pany, 1915), p. 164. 

44H. M. Larson, “E. W. Clark and Company, 1837-57: The Beginning of an American 
Private Bank,” Journal of Economic and Business History, 1V (December 1931), p. 428. 

45 I am indebted to E. J. Hamilton for this observation. 
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banks. These notes circulated at varying rates of discount. It is difficult to 
determine with any accuracy the amount outstanding at any date.*® 

Similarly, these estimates do not include counterfeit notes. Undoubtedly 
some counterfeiting went on—for why else have counterfeit detectors—and 
since these figures do not include counterfeits the figures are biased down- 
wards. On the other hand, it was an easy matter to enter into legitimate 
banking during this period, so that legal “counterfeiting,” which was pre- 
ferable, made the illegal kind less wide spread.** 

The comptroller’s estimates are based on nearest January 1 of the re- 
spective years. An examination of the data shows that the key states reported 
regularly at the end of the year. Other states are found to cling to October, 
November, or February with regularity. At the very worst these differences 
in date of report act like a haphazard moving average to blur the turning 
points, and it is doubtful if any series of annual data, however highly re- 
fined, can reveal turning points with precision. 

The estimates for the total quantity of specie were made by the Secretary 
of the Treasury and others by accumulating domestic production of specie 
and specie in banks and not imports of specie from 1789 to 1845. These esti- 
mates are contained in the Reports of the Secretary of the Treasury and in 
Historical Statistics, and in Annual Report of Comptroller of the Currency, 
1896. Vol. I, p. 544. These estimates are the only available estimates for the 
specie stock in the United States for the period 1834 to 1845. Since specie 
could flow into and out of the country without being registered in the for- 
eign trade statistics, it is possible for the estimates of total specie to overes- 
timate or underestimate total specie in the country. To the extent that the 
figures overestimate the total specie stock the money supply is biased up- 
wards. Conversely, to the extent that figures underestimate the total specie 
stock the estimates of the money supply are biased downwards. 


B. Arithmetic of Changes in the Money Supply ** 


The data in Tables 1, 3, and 4 and Figures 1, 4, and 5 show the behavior 
of the money supply from 1834 to 1845. Three factors through which 
changes in the money supply occurred in this period can be usefully dis- 
tinguished: the specie stock, the banks, and the public. Since the United 
States was on the specie standard in this period, the specie stock comprising 
gold, silver, and copper coin outside the Treasury was the monetary base. 
Except for small domestic production, international specie flows determined 
the size of the specie stock. We call this monetary base high-powered money, 
H, and define it as the specie outside the Treasury. If specie held by the 


46 Cf. Bicknell’s Counterfeit Detectors, Vol. Il, No. 1, April 1, 1835. 
47 Hepburn, A History of Currency in the United States, p. 164. 
48] am indebted to Phillip Cagan and Milton Friedman for the following formulation. 
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public is Sp, and specie with banks Sp, then H equals Sp» plus Sp. If deposits 
held by the public are Dp and notes of banks held by the salilie are Np, 
then the money supply : defined as Sp plus Dy plus Np. 
The banks control ao the ratio of specie held by banks to deposits 
pT 4Np 
and notes held by the public. The public, when it decided on the fraction of 


its cash balances it wishes to hold in the form of specie, determines we the 


specie-money ratio. These three fractors, H, D, ea i ~ together deter- 
mine the supply of money. 

This is demonstrated by the identity: 
Sp Sp (= ™ 


t M 
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Figure 5 and Table 4 present the annual rate of change of the money 
stock rather than its absolute level. The rate of change is found by taking 
the differences between logarithms of two successive items in the series and 
dividing by the time period separating them. From the graph and table we 
can see which of the three principal factors accounted for specific changes 
in the rate of change in the money stock. Thus from the above identity the 
average rate of change in M over any given period of t length is: 


A loge M = A loge A loge / Sp Sp Spb as ra " Sp )) 
t t t \M D,+N, M D,+Np> 


The third term can be approximated by its derivatives, if its magnitude is 
not too large: 
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This expression can then be approximated for a given period. We use av- 
erage values for the ratios, and approximate the derivatives by the average 
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change over the period. The first term on the right-hand-side is the rate 

of change in the money stock attributed to changes in the specie-money 

ratio, and the second term that attributed to changes in the reserve ratio. 
Let: 
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For the period 1834 to 1845 changes in the rate of change in the reserve 
ratio account for 64 per cent of the variation in the rate of change in the 
money stock; the changes in the rate of change in the specie-money ratio 
account for 20 per cent; the changes in the rate of change in high-powered 
money account for 19 per cent. These estimates are derived from our basic 
identity in the following way: the average rate of change in the money 
stock, m, equals the rate attributed to changes in high-powered money, h, 
the reserve ratio, r, and the specie-money ratio, s. The basic identity holds 
for changes in the average rate from one period to another and holds if 
we subtract the mean value of all such changes considered from each rate. 


That is: 
Am — Am = Ah — Ah + Ar — Ar + As — As. 


TABLE 3 
MONEY STOCK AND DETERMINANTS OF THE MONEY STOCK 
IN THE UNITED STATES, JANUARY, 1834-45 
(In Thousands of Dollars) 





(2) (3) (4) (s) (6) (7) 





113,017 2,655 023 26,642 110,362 
123,787 6,045 .048 47,000 117,742 
160,864 15,180 094 44,820 145,684 
160,004 24,718 154 43,282 135,286 
158,304 46,412 .293 36,088 111,892 
175,563 35,787 . 48,746 139,776 
159,344 42,608 36,729 116,736 
139,400 41,030. 37,983 98,370 
144,003 48,215. 31,555 95,788 
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TaBLe 3 (Continued) 





(1) (2) (3) (4) (5) (6) 


1843 127,518 48,457 380 40,094 79,061 
1844 137,176 35,515 .258 56,628 101,661 
1845 165,062 37,315 226 51,027 127,747 








Column (1): Years 
Column (2): M = Money Supply, thousands of dollars omitted. 
Column (3): Sp = Specie in public hands, thousands of dollars omitted. 


Se 


Column (4): = Specie Money ratio. 


Column (5): Ss = Specie in Banks, thousands of dollars omitted. 
Column (6): Dp-+ Np = Deposits plus Bank Notes in public hands, thousands of dollars 
omitted. 
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Column (7): — = Reserve ratio of banks. 
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Source: See Appendix. 


TABLE 4 
MONEY STOCK, HIGH-POWERED MONEY AND SOURCES OF CHANGES 
IN THE RATE OF CHANGE IN THE MONEY STOCK IN 
THE UNITED STATES, JANUARY, 1834-45 





(4) (2) (3) (4) (5) (6) (7) 





1834 113 ; 29 ata ” 
1835 123 +.08479 53 +.60299 —.0§253 —.46480 
1836 160 +.26299 60 +.12405 —.07440 +.21368 
1837 160 .00000 68 +.12517 —.10346 —.02639 
1838 158 —.01257 83 +.19933 —.20137 —.00496 
1839 175 +.10219 85 +.02381 +.11910 —.04180 
1840 159 —.09589 79 —.07320 —.08582 +.04280 
1841 139 —.13443 79 .00000 —.03299 —.09736 
1842 144 +.03534 78 —.01274 —.04578 +.06960 
1843 127 —.12562 89 +.13193 —.04310 —.18427 
1844 137 +.07579 92 —.03315 +.08278 —.04937 
1845 165 +.18597 88 —.04445 +.02780 +.20001 





Column (1): Years 

Column (2): Money Supply, in millions of dollars. 

Column (3): A Loge Money Supply. 

Column (4): High-Powered Money, Millions of dollars 

Column (5): A Loge High-Powered Money 

Column (6): Rate of change in the money stock attributed to changes in the specie money 
ratio. 

Column (7): Rate of change in the money stock attributed to changes in the reserve ratio. 

Source: Same as Table 3. 
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Then, by multiplying through by (Am—Am) and summing over all 
changes considered: 
(Am — Am)? = =(Am — Am) (4h — Ah) + 2(Am — Am) (Ar 

— Ar) + 2(Am — Am) (As — As). 





From this we get: 


OAs 


1 Raman via. + Ramar me. + RamAs 
4m Osm 


Cam 


where R denotes the usual expression for the correlation coefficient between 
two variables and o the standard deviation of a variable. Each term in the 
preceding identity represents the ratio of the covariance between the two 
variables relative to the variance of Am. 

These relative covariances sum to unity and divide up the total variance 
in Am into that produced by each of the three principal factors. The esti- 
mates for the period 1834 to 1845 do not sum to unity owing to interaction 
and errors in rounding. 





Notes 


REPORT ON THE CONFERENCE ON 
ASIAN ECONOMIC HISTORY 


A meeting of scholars to consider problems of teaching and research in 
Asian economic history was held in Highland Park, Illinois, October 30-31, 
1959. It was organized under the auspices of The Research Center in Eco- 
nomic Development and Cultural Change of the University of Chicago, 
and funds were provided by the Division of Social Sciences of The Rocke- 
feller Foundation. Professor Bert F. Hoselitz chaired the sessions." 

A preliminary agenda had been circulated in April 1959. In addition, 
five participants prepared in advance critical bibliographies of work in the 
economic history of the various Asian regions. These and other participants 
also submitted lists of essays for possible inclusion in collections of readings. 
These materials made possible much of the policy discussion with which 
the conference ended. 


I 


The conference discussed the state of teaching and research in Asian 
economic history in the United States and quickly decided that the situation 
is not a happy one. The thirteen participants represented about 50 per cent 
of the total number of scholars in the country seriously working on one 
aspect or another of the field. The publication record is further evidence of 
the situation. The JOURNAL OF ECONOMIC HISTORY in eighteen 
years has published only nine articles in the field, five of which related to 
China. The ECONOMIC HISTORY REVIEW in more than thirty years 
has published only four essays in Indian economic history. A survey of 
the approximately 350 Ph.D. dissertations in Economics accepted in the 
United States during the past four years shows only seven in the field. Be- 
tween 1948-1959 only five dissertations in Economics were concerned with 
Indian economic history, and only one of these considered a problem pre- 


1 Participants included: Wolfram Eberhard (California); Alexander Eckstein (Rochester); 
Albert Feuerwerker (Harvard); Alexander Gerschenkron (Harvard); Bert F. Hoselitz (Chi- 
cago); Charles Issawi (Columbia); E. A. Kracke, Jr. (Chicago); Simon Kuznets (Johns Hop- 
kins); William W. Lockwood (Princeton); Morris David Morris (Washington); Henry 
Rosovsky (California); Thomas C. Smith (Stanford University); Burton Stein (Minnesota) ; 
Erskine McKinley (The Rockefeller Foundation). Due to the absence of K. J. Pelzer (Yale), 
there was no spokesman for the Southeast Asia area. 
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dating the First World War. Nor does the situation seem to be any better 
in England or in Europe. Moreover, with the single exception of Japan, 
the work done in Asia tends to be quite inadequate, as the critical bibli- 
ographies indicated. 

The group agreed that the need to stimulate work in Asian economic 
history is clear enough. Virtually all the evidence we have about the charac- 
ter of economic change and growth is related to Western societies (with 
the possible exception of Japan). We are currently faced with problems of 
economic development, and it is clear that the pattern in newly developing 
societies is likely to vary significantly from Western experience. The critical 
current problem is to obtain adequate generalizations about economic and 
social change and their interrelations. Apart from whatever intrinsic interest 
Asian economic history may have, the subject can provide three or four 
different socio-cultural cases to add to the study of the pattern of economic 
development. Regions such as India, Egypt and pre-Communist China 
are examples of stagnation or abortive growth that can cast considerable 
light on the whole process of development. 

It is interesting to note that while only six participants were economists, 
there was no substantive methodological issue that divided the group. All 
agreed that the critical problem was to bring people with economics train- 
ing into the field and that more stress should be placed on quantitative 
investigations and along lines to which economists, with their bag of tools, 
might most appropriately contribute. 


II 


At the undergraduate level there are virtually no courses on Asian eco- 
nomic history generally or on any specific region. Moreover, even in the 
so-called “Civilization” courses economic history is neglected and the entire 
discipline of economics tends to be frozen out. This is partly a result of the 
fact that such courses have been dominated by the humanities, and typically 
all social sciences are neglected. Even where this is not the case, as at the 
1957 University of Chicago conference on “Introducing India into Liberal 
Education,” economics and economic history are badly neglected. Apart 
from all other reasons, the neglect of economic history stems from the lack 
of needed materials in such courses. 

At the graduate level, Asian economic history is neglected because the 
field has traditionally stressed the United States and Europe. However, 
graduate work in economic history is beginning to focus on the problem 
of industrialization on a comparative basis. Here again the critical weakness 
is lack of materials from Asian regions. 

It was quickly decided by the participants that until adequate materials 
are available for teaching, not much change could be expected at either the 
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undergraduate or graduate level. Supply of materials would depend on the 
future work of scholars already in the field and on the training of more 
scholars who would contribute to the supply of usable materials. 


Ill 


While anthropology and political science have recruited talent into Asian 
studies, this has not happened in economics and economic history. The 
training requirements in Asian economic history are very great. A student 
must be trained in economic theory and in Western economic history as 
well as in the economic history of his Asian region; he requires special 
training in his region’s socio-cultural history and structure, and (with the 
partial exception of India) he must learn languages of far greater difficulty 
than those normally required of the Ph.D. candidate in economics. 

Graduate students in economics do not need to undertake the enormous 
burdens imposed by specialization in Asian economic history. Most students 
of quality, by specializing in the more orthodox fields of economics, can get 
good jobs without such effort. Moreover, there are few if any positions in 
Asian economic history as such. There is, further, a generalized lack of 
enthusiasm in economics departments for area specialists even when they 
are adequately trained as economists. 

Apart from these not insuperable difficulties, the lack of funds to finance 
students is critical in explaining the unattractiveness of a field with such 
formidable training problems. To make it attractive would probably require 
fellowship support on a considerable scale—for language training and 
graduate work through the thesis-writing stage. Here the group felt that 
current foundation support is inadequate and of the wrong sort. It generally 
tends to run from year to year, and stresses area familiarity. When the 
student shifts to his disciplinary training, foundation support typically has 
not been forthcoming. Some evidence of the difficulty in recruiting econo- 
mists into the Asian area is suggested by a recent report on the Ford Foreign 
Area Training Fellowship Program. Between 1952 and July 1958 some 
472 persons had completed fellowships, only 10.5 per cent being in economics. 
Not only has the number of economists in the over-all program been small, 
but the proportion seems to be steadily declining. In the 1958-1959 Asian 
and Near Eastern Studies part of the program only 5 per cent of the fellow- 
ships went to economists. 


IV 


Given the problems of training and research, the group considered the 
possibility of establishing formal research centers. It was quickly decided 
that Asian economic history has no substantive unity. Asian regions have 
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to be considered as separate entities, except perhaps as comparative studies 
are involved. In the case of comparative work, however, there would be as 
much validity in establishing links with studies in Western economic his- 
tory and the general problems of economic development as in forging links 
between one Asian region and another. 

The group, after discussion, discounted the possibility of a single center 
in Asian economic history fashioned after the Russian Research Center 
(RRS) at Harvard. The lack of enough scholars at any single institution 
vitiated serious consideration of such a proposal. Moreover, it was clear that 
work on Asia is at a different stage of development than were Soviet studies 
when the RSS was established. At that time the only work on Soviet society 
was being done at Columbia, and the RSS took on the aspect of a pioneer- 
ing crash program. But today there are a number of Asian area study pro- 
grams in existence. Although attention to economics is not extensive and 
there is little concern with economic history, careful consideration by the 
group ultimately resulted in some rather startling conclusions about these 
matters. 

Discussion revealed that possibilities for work on the individual regions 
stood at different stages of development. While the China field has been 
badly neglected in the past, large foundation grants have been made to 
California and Harvard to finance training and research. The language 
training barriers to recruitment of students would probably be overcome 
by the development of adequate fellowship support during the period of 
training. These grants to universities, designed to finance studies on the 
Chinese Communist economy, would possibly result in some resources flow- 
ing into studies of the economic history of modern China. Further, the 
establishment of the joint ACLS-SSRC committee on modern China studies 
would probably stimulate training and research all along the line. 

While Japanese studies are nowhere near as well developed as the China 
field gives promise of becoming, the group felt that the problem of financing 
research and recruiting students was not desperate and could be carried off 
with existing resources. Moreover, Japanese scholars themselves have been 
doing a great deal of work on their own economic history. Not only is 
the monographic literature enormous, but the main outlines of that history 
are fairly well known and thus the problems are substantially less intractable 
than for any other region of Asia. 

The group concluded that the two regions which are truly underdevel- 
oped, stagnant and without the resources for growth of scholarship at the 
present are the Middle East and South Asia areas. It was felt, however, 
that the development of research and training in the economic history of 
these regions could not be carried out effectively by a group concerned with 
the whole of Asia. Leadership in the development of work in economic 
history must come from the scholars specifically concerned. It is up to them 
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to create in the foundations an awareness of need for the support of this 
work. However, even these scholars are not wholly without resources. The 
Middle East Committee of the SSRC and the South Asia Committee of the 
Association for Asian Studies can be used as vehicles to obtain support. The 
foundations may be willing to sponsor summer workshops as devices for 
getting substantive work under way. 

While more adequate support for faculty research in Asian economic his- 
tory is needed, it was agreed that requests for substantial grants would 
certainly be received by foundations with the same consideration as would 
large grants for any other projects. As to regular grants for research to indi- 
vidual scholars in any single year, the group agreed that no strong case 
could be made for treating individual scholars in Asian economic history 
any differently than scholars concerned with other problems. 

This discussion concluded with the decision that no attempt would be 
made to seek special foundation support for Asian economic history, a self- 
denying ordinance probably unique in modern academic history. 


Vv 


Given the weakness of teaching in Asian economic history at both under- 
graduate and graduate levels, it is necessary to provide materials as rapidly 
as possible for such programs. The best way to do this would be by develop- 
ing volumes of “readings” in the economic history of the various regions (1) 
For use in undergraduate “Civilization” courses; (2) As basic materials for 
comparative purposes; and (3) For the long-run effects on future scholar- 
ship. Here two tasks emerged: 

1. It was decided that the bibliographies prepared for the conference should 
be made available to a wider public as a first step in increasing interest 
in the field. Rosovsky’s report, “Materials for the Study of Quantitative 
Japanese Economic History in the United States” will be published by 
the Japan Center, University of California (Berkeley), in Summer 1960. 
It was decided that the critical bibliographies on China, India and the 
Middle East, after some modifications, would be submitted to appro- 
priate journals for publication. It is possible that if all these bibliogra- 
phies are published, reprints might be collected and bound for wider 
circulation. 

. The major task for the future is the development of a volume of selected 
readings on the economic history of each region. As currently planned, 
there will be five volumes: one on the Near East, one on India, one on 
Japan and two on China. A volume on Southeast Asia is not being 
considered at the moment. The materials in each volume would seek 
to serve an audience that knows economics or economic history but is 
unfamilar with the particular region. The object would be to make 
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them useful for “Civilization” courses and for work in comparative 
economic history. Above all, the main function of these volumes should 
be to provide documents difficult of access to scholars and researchers 
in economic development and economic and social history. The prob- 
lems of appropriate focus and some symmetry of structure among the 
volumes have to be worked out. However, the audience for which 
these volumes are intended suggests the emphasis that should be 
given. Various members of the group have taken responsibility for the 
several volumes, and some progress has recently been made in finding 
possible financial support for the enterprise. 

Professor Bert Hoselitz and the Research Center in Economic Develop- 
ment and Cultural Change, University of Chicago, volunteered to serve as 
administrator and clearing house for these and other future activities of 
the group. 

Morris Davip Morris, University of Washington 





THE HISTORY OF THE COMMON MARKET* 


The successful establishment of the European Common Market on Jan- 
uary 1, 1959, has renewed interest in the tool by which this most ambitious 
of all economic integration projects has been accomplished. The interest is 
the greater as this is only the first of three attempts to integrate economic 
development on a continental scale. The others are the common markets 
envisioned for Africa and Latin America. This article is an attempt to 
convey in the briefest possible space the history of economic integration that 
preceded the current drive toward common markets. 

The tool of this far-reaching international integration policy is the cus- 
toms union. By this is understood the ultimate complete economic merger 
of two or more territories under different sovereignty without prejudice to 
their political status. The customs union must therefore be distinguished 
on the one hand from economic fusions which, as in the case of the feder- 
ations of Canada (1867) or Australia (1901), automatically follow the cre- 
ation of political unions; and on the other, from relationships such as 
free-trade agreements. Of the two latter arrangements, the one establishes 
common markets on a constitutional basis, abolishing the political sover- 
eignty of their parts and turning their previous international association 
into a strictly internal one. The other leaves the sovereignty of the parts 
untouched, but does not establish a common market either. It facilitates 
but does not integrate. Only customs unions combine the advantages of 
both: the continued sovereignty of the participants and an intimacy of 
economic association usually found only within national states. 

The idea of common markets began to dominate the minds of statesmen 
when the Industrial Revolution created opportunities which could not be 
fully utilized as long as Europe’s economic landscape was a patchwork of 
disconnected small regions. Up to a point, the condition could be corrected 
through the simple promulgation of appropriate laws. This was done within 
the Great Powers in the early part of the nineteenth century. By a law of 
May 26, 1818, Prussia alone abolished no fewer than fifty-seven separate 
customs territories whose existence had caused her to slip far behind Britain 

*I am indebted for valuable comments to Professor Ratil Prebisch, Chairman of the Eco- 
nomic Commission for Latin America, U.N.; to Mr. Paul Alpert, Economic Specialist for 
Non-Self-Governing Territories, U.N.; to Dr. Vernon Esteves, Vice President, Government 
Development Bank for Puerto Rico; and to Mr. Gerald Manners, Department of Geography, 
University College of Swansea, for translating the sketch of my map into geographic precision. 
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and France in economic development. But there was a limit to which in- 
tegration could be accomplished by law. No law could be imposed on 
regions such as Germany as a whole or Italy, which were under the do- 
minion, not of one, but of a great multitude of sovereigns who would have 
been utterly disinclined to submit to legislative unification of any kind. If 
further economic unification was to be pursued, it could therefore be ac- 
complished only by means of formal state treaties, whose termination and 
renegotiation clauses insured the continued sovereign status of the partici- 
pants. 

The first move for economic unification on an international level was 
made in 1819 when Prussia negotiated a modest agreement with the tiny 
principality of Schwarzburg-Sondershausen for the integration of a few 
pieces of the principality into the economy of the Prussian territory sur- 
rounding them. It was a small beginning. But by 183r the conclusion of a 
series of similar treaties with other states had established the first interna- 
tional common market of significance—the Prussian Customs Union. In the 
meantime, a similar process in the south of Germany led to the almost 
simultaneous emergence of the Bavarian Customs Union. When the two 
decided to join their economies in 1833, the union came into existence that 
was to become the model of all subsequent common-market arrangements 
—the German Zollverein (1834-1871). This union embraced eventually not 
only nearly all of the states which in 1871 formed the German Reich (as 
a result of a separate political unification movement which should not be 
confused with the forces leading to economic unification), but also ter- 
ritories which did not join the Reich. To the latter belonged Luxemburg, 
which joined the Zollverein in 1842 and continued her customs union with 
the Reich until 1918, and the two small Austrian communities of Jungholz, 
joining in 1868, and Mittelberg, in 1890, whose isloated location on the 
northern slope of the Alps made them more easily accessible from Germany 
than from Austria. (These two communities are to be reattached to the 
Austrian economy after the construction of new access roads.) 

The success of the Zollverein, which demonstrated how the advantages 
of economic integration could be achieved without the surrender of political 
independence, initiated the creation of many other customs unions. San 
Marino joined Italy in 1862, and Monaco, France in 1865. Both unions still 
exist. Portuguese India was associated with British India from 1878 to 
1890; Togoland with French West Africa from 1887 to 1890 and with the 
Gold Coast Colony from 1894 to 1904. But the two most important nine- 
teenth-century imitators of the Zollverein were the Austrian Customs Un- 
ion, comprising, besides the states of the Austrian half of the Danubian 
Monarchy, Parma (1852-1857), Modena (1852-1859), Liechtenstein (1852- 
1918), and Hungary (1867-1918); and the South African Customs Union, 





History of the Common Market 443 





founded in 1889 by the Cape Colony and the Orange Free State, and suc- 
cessively joined by British Bechuanaland (1890), Basutoland (1891), Bech- 
uanaland Protectorate (1891), Natal (1898), Transvaal (1903), Southern 
Rhodesia (1903), Swaziland (1904), North-Western Rhodesia (1go5), and 
the former German colony of South-West Africa (1915). Four members of 
this customs union (Cape Colony, Orange, Natal, Transvaal) formed in 
1910 the political Union of South Africa. This superseded the customs 
union as far as they themselves were concerned, but not with regard to the 
other members. Though remaining aloof politically, most of the latter have 
continued their customs association both with each other and with this do- 
minion to this day. Southern Rhodesia seceded in 1935, but arranged for 
reintegration through the Provisional Customs Union Agreement of 1948, 
which provided not only for the improvement of the common market 
through the establishment of a previously missing joint organ in the form 
of a Southern Africa Customs Union Council, but also for its gradual ex- 
tension to other African states and regional customs unions, such as the 
one existing since 1927 among Kenya, Uganda, and Tanganyika. This de- 
velopment, however, was cut short through the creation of a new political 
entity in 1953, the Federation of Rhodesia and Nyasaland, which replaced 
for the time being the customs union treaty of 1948 by a normal and much 
looser trade agreement, which came into force on July 1, 1955. 

The period following World War I saw a number of new common- 
market arrangements on a smaller scale and of varying viability. Character- 
tistically, those established in pursuit of strictly economic aims, such as the 
customs unions between Luxemburg and Belgium (1921), and Liechten- 
stein and Switzerland (1923), continue to flourish in undiminished vigor. 
On the other hand, those based on the political aspirations of the peace 
treaties have either collapsed or lost significance as a result of newer political 
aspirations. Into the latter category may be ranged the customs unions be- 
tween the Saar territory and France (1920-1935), Danzig and Poland (1920- 
1939), and the Memel Territory and Lithuania (1923-1939)—all brought 
to an end by the advent of Hitler; or the somewhat longer-lived unions, 
such as between Nigeria and the Cameroons (since 1921), Ruanda-Urundi 
and Congo (since 1922), Syria and Lebanon (1922-1950), and Palestine and 
Transjordan (1928-1948). As an example of politically tinged economic 
unions may be mentioned the short-lived customs union existing between 
Italy and Albania from 1939 to 1943. 

By contrast, the period during and following World War II was character- 
ized by a return to the common-market idea as a tool of large-scale and last- 
ing economic integration. The exceptions are the brief customs union between 
the French Indian colonies and India from 1942 to 1948, the customs union 
between France and Tunisia from 1955 to 1959, and the Franco-Saar cus- 
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toms union from 1947 to 1959, which having been established by unilateral 
decree rather than by treaty, never qualified as a customs union in the 
proper international sense in the first place.’ For the first time Latin Amer- 
ica, under the leadership of Argentina, long an interested student of the 
Zollverein, took concrete steps toward a common market through a series 
of preparatory treaties between Argentina and Brazil in 1941; other moves 
were made by Argentina, Chile, and Paraguay in 1943; by Argentina and 
Bolivia in 1947, and by Panama, Venezuela, Equador, and Columbia in 
1948. The last named led to the signing of the Quito Charter, creating the 
Grancolombian Economic Organization for the eventual establishment of 
a common market among the signatories. Also in this category belongs the 
common-market treaty signed by Guatemala, Nicaragua, El Salvador, Costa 
Rica, and Honduras in 1958 for the establishment of a customs union 
among the signatories within ten years.” 

A case apart is the British West Indian Customs Union, planned on the 
basis of a resolution of 1947. Since this is meant to be a mere adjunct of the 
political federation of the British Caribbean territories which came into 
existence in 1958, it will ultimately have the character of a constitutional 
customs unification rather than an international customs union among 
sovereign members. In Africa, the latest development is the establishment, 
in 1959, of two free markets—one among the republics of Chad, Congo, 
Gabon, and the Central African Republic, and the other among Mauritania, 
Senegal, French Sudan, Ivory Coast, Volta, Nigeria, and Dahomey. 

The most important post-World WartII development, however, occurred 
in Europe. On the basis of treaties signed in 1944 and 1947, Belgium and 
Luxemburg, already associated since 1922, joined on January 1, 1948 with 
the Netherlands in forming the Benelux Customs Union, the first major 
common market to be established in the twentieth century. Further, in 1947 
the Marshall Plan countries set up the European Customs Union Study 
Group, with headquarters in Brussels. Besides functioning as a data- 
collecting and information center, issuing valuable annual reports, the 
main purpose of this group has been to encourage the formation of other 
regional customs unions on the Benelux pattern, particularly among the 
countries of Scandinavia, western Europe, and the Balkans. Its first ac- 
complishments were the signing of a treaty for an Italo-French customs 
union in 1947, to have been brought into force by 1950, and a Greek-Turkish 





1 The treaty ending the customs annexation of the Saar to France was concluded with the 
Federal Republic of Germany in 1956. By this treaty the Saar was politically restored to Ger- 
many on June 1, 1957, and economically on July 5, 1959. 

2 On the basis of a new treaty of 1960, three of the signatories of the 1958 agreement— 
Guatemala, El Salvador and Honduras—have committed themselves to establish their full 
common market within five years. 
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declaration in 1947 to explore the possibility for a similar union. Neither 
proved successful, but they released the forces leading to the crowning 
achievement of the efforts for economic integration: the treaty signed in 
Rome on March 25, 1957, by France, Western Germany, and the three 
members of the Benelux Customs Union for the establishment of the 
largest common market ever to be set up by sovereign states. 

It has often been said that customs unions or common markets are tools 
for the achievement of ultimate political union. History seems to indicate 
that, not always, but generally, the opposite is true. In the case of Germany 
or South Africa, political union resulted not so much because as in spite of 
customs union. For customs union gives the advantages of large markets 
without the need of political union. When the latter is sought nonetheless, 
it will as a rule be achieved as a result of political aspirations and by political 
means, such as military or economic warfare, and not by customs union. 
One of the few cases in which customs union has been used as a preparatory 
step toward political unification is the case of Moldavia and Wallachia, 
whose economic union (1847-1860) was established for the specific purpose 
of creating a common state: Romania. The only other case that comes to 
mind is the Thuringian customs union of 1833, which, with the collapse 
of the German monarchies in 1918, became the Thuringian state. Even 
in this case, however, the purpose of its original creation was not to form 
a political entity, but to facilitate, without prejudice to the sovereignty of 
its eleven members, their entry into the Zollverein by means of a single 
treaty. When families join in the electricity, elevator, water, and heating 
union of an apartment house, they do so for facilitating, not their joint, 
but their separate existence. And so it is when nations join in customs 
unions, although their benefits have all too often been shunned because of 
the unsubstantiated fear, based on historic misinterpretation, that this might 
endanger national independence. If the current Common Market ultimately 
gives way to the political union of its members, this will not be the work 
of the customs union, which makes their political union economically 
superfluous, but of their own desire for, rather than fear of, political 
union. 

The following diagrams (Nos. 1-3) give a graphic presentation of the 
three most important historic common-market arrangements: the Zollver- 
ein, the Austrian Customs Union, and the South African Customs Union. 
Diagram 4 illustrates the history of the insignificant Holstein Customs 
Union, which is included to demonstrate how a common market can be 
organized across a most complicated political landscape without touching 
upon the structure of its sovereign states. The map summarizes the entire 
history of past, present and planned common markets that have been nego- 
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tiated by means of formal international treaties (those currently in force 
being listed in the area of the Atlantic).* 





Leopotp Kour, University of Puerto Rico 


APPENDIX 


Diagram 1. 


This diagram shows the contemporaneous development of the various Ger- 
man customs unions and their gradual absorption into the Zollverein. The 
years indicate the dates of the individual accession treaties, the union usu- 
ally coming into effect the following year. Asterisks indicate accession by 
states only on behalf of territory mentioned in parenthesis. While the Prus- 
sian and Bavarian unions developed as separate systems (see the text above), 
the Thuringian Customs Union was organized solely for the purpose of 
facilitating the joint accession to the Zollverein of nine small states, and 
bits of territory of two others, by means of a single treaty. By contrast, the 
Steuerverein, under the leadership of Hanover, was created as a rival to 
the Zollverein, though it ultimately joined it in 1851. The other rival, the 
Central German Handelsverein, which was to have been established under 
the leadership of Saxony on the basis of a treaty of 1828, never came into 
existence. Based on the rather vague Article 19 of the Act of the Congress 
of Vienna on the Federal Constitution of Germany, the initiation and con- 
tinuation of the Zollverein system required no fewer than ninety-two in- 
ternational treaties among its sovereign states. Fifty-eight of these treaties 
created customs unions, and thirty-four extended their duration, indicating 
not only the readiness of the member states to continue the advantages of 
economic union but also their insistence on continued political independ- 
ence. Besides the customs union treaties proper, a host of subsidiary treaties 
had to be concluded to give content to the union, such as treaties for uni- 


3 For a complete list of documents relating to the establishment of customs unions from 
1815 to 1949 see: Jacob Viner, The Customs Union Issue (New York: Carnegie Endowment 
for International Peace, 1950), pp. 141-69. A list of past and present unions up to 1949 is 
contained in Leopold Kohr, Custom Unions, a Tool for Peace (Washington: Foundation for 
Foreign Affairs, 1949). Both volumes contain documentary material and bibliographies com- 
piled by the author of this article. The data in this article and the accompanying diagrams 
are based on research leading to these two publications. The years referred to are those of 
the conclusion of common market treaties, not of their entry into force, which in most cases 
took place the year following their signing. The treaty year, rather than the year of entry 
into force, has been chosen to facilitate quick location of basic documents. 
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form tax, money, weight, and measure systems, for the prosecution of cus- 
toms offenders, etc. The development of this unique treaty system, which 
created economic unity out of chaos solely through negotiation, covered 
the greater part of the nineteenth century. After the political unification of 
Germany in 1871, the customs union ceased to be an international treaty 
organization, giving way to economic unification by constitution. Only with 
Luxemburg and two small Austrian communities, which did not become 
part of the German Reich, was a treaty union maintained (with the two 
latter, until today). Though the members of the Zollverein retained their 
full sovereignty, it had two joint organs: a Customs Parliament acting as 
a legislature in economic matters, and the Bundesrat acting as its executive. 


Diagram 2. 


The development of the Austrian customs system was essentially the re- 
verse of that of the Zollverein. Germany evolved from a commercial to a 
political unity, from a customs union based on treaties to a customs unifi- 
cation by constitution. In Austria the process was reversed. The monarchy 
had been a political unit for almost three hundred years before it became a 
common market by constitution in 1849. In 1867, however, the constitu- 
tionally established common market was replaced by a treaty-based customs 
union, which remained in effect until the dismemberment of the monarchy 
in 1918. An interesting feature of the Austrian customs union was its ori- 
ginal tendency to expand towards Italy. In contrast to the Zollverein, it 
never developed joint organs such as a customs parliament. For the sake 
of completeness, the diagram shows also customs annexations by decree 
(in the case of territories under the political sovereignty of Austria). Only 
treaty unions constitute customs unions proper, being concluded by sover- 
eign states without prejudice to their sovereignty (capitalized in diagram). 


Diagram 3. 


A primary feature of the South African customs union system is that it 
did not transform itself en bloc into a political union, thereby illustrating 
the separateness of economic and political unification movements. Only 
four of the original members formed a political union (1910), anchoring 
their previous treaty-based customs association in the constitution. The 
other members continued their customs union with the new state on a 
treaty basis, while the mandated territory of South-West Africa was joined 
by act of Parliament of 1921, after having previously been attached by 
proclamation of General Botha in 1915. Owing to the sparse settlement and 
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spaciousness of the territories involved, the South African Customs Union 
is, compared with other such associations, a relatively loose structure. Its 
basis is not one mutilateral agreement, but a multitude of bilateral arrange- 
ments. The individual members negotiate separate treaties not only with 
the Union of South Africa but also with each other, so that each treaty 
series creates a number of customs unions. The trend toward centralization 
set in with an agreement of 1948. By this, Southern Rhodesia, which had 
canceled its customs union with the Union of South Africa in 1935 without, 
at the same time, canceling its common market arrangements with the 
other members of the customs union, not only prepared to resume full 
membership, but agreed to the establishment of a joint organ in the form 
of a Southern African Customs Union Council. Also the door was left 
open for extending the customs union to other African areas. The agree- 
ment of 1948 came, however, to an end with the formation in 1953 of the 
Federation of Rhodesia and Nyasaland, which concluded in 1955 a normal 
trade agreement with the Union of South Africa in the place of the pre- 
vious customs union. The Southern African Customs Union Council ceased 
to function in 1953. 





Diagram 4. 


The customs union between Schleswig and Holstein united an area whose 
pattern of economic and political division could not have been more com- 
plicated. Dynastically, the two states had been united in an “indissoluble 
union” since the Charter of Rive of 1460, after both had elected Christian 
I of Denmark as their duke. In the face of third parties, however, they 
retained their separate sovereignty. Schleswig remained part, not of Den- 
mark, but of the Danish Crown, and Holstein of the Holy Roman Empire 
and, after its collapse, of the German Confederation. In his capacity as 
Duke of Holstein, the Danish king was thus at the same time a German 
sovereign. The common market between the two duchies was established 
by a Danish decree of May 1, 1838, which specified that the “State boundary 
of Our Duchies shall, at the same time, constitute the Customs boundary 
adjoining foreign states.” The same decree instituted free trade in domestic 
products with Denmark, and although some intermediary customs bound- 
aries were for a time maintained, the three dominions of the Danish Crown 
formed henceforth a common market whose administrative center was 
Copenhagen. 

The occupation of Holstein: by the German Confederation led to the 
establishment of a customs boundary between the two duchies in 1850. In 
a Manifesto of the king of Denmark of January 1852, however, provision 
was made for the restoration of a common market in the Danish Monarchy 
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“as soon as Our sovereignty is again completely established in Our Duchy 
of Holstein.” After the return of peaceful conditions, the decrees to that 
effect were issued in 1853 and 1854. Aside from this internal customs unifi- 
cation with the Danish monarchy by decree, the common market, as pic- 
tured in the diagram, was extended by treaty, leading to the establishment 
of the so-called Holstein Customs Union. Through this, the Principality of 
Liibeck as well as several enclaves of the Hanseatic city-republics of Ham- 
burg and Liibeck were attached to the local customs system of Holstein, and 
indirectly to the general Danish customs system. Insignificant as this little 
union was, it demonstrated the effectiveness of customs union as a tool in. 
overcoming even the most complex pattern of political division. 








Editors’ Notes 


Students of both economic history and the history of technology will be 
happy to learn of the appearance of a new French periodial, the Revue 
d’histoire de la sidérurgie, published under the sponsorship of the Centre 
de Recherches de l’Histoire de la Sidérungie at Nancy. The editor of the 
Revue is our indefatigable friend Bertrand Gille, known to readers of this 
yournat for his works on the history of French metallurgy in the eighteenth 
century and of credit and banking in the first half of the nineteenth century. 
The first number of the Revue includes articles on pre-historic, medieval, 
and eighteenth-century iron manufacture by A. France-Lanord, Genevieve 
Gille, and Pierre Léon; also an essay on Francois Bonhommé, an artist of 
the iron industry of the nineteenth century, by B. Gerard. Those interested 
in subscribing should write to the Revue at the Hotel de Ville, Nancy. The 
subscription price is 23 N.F. 

The Food Research Institute of Stanford University has begun publication 
of Food Research Institute Studies which will contain articles by staff mem- 
bers reflecting their current research interests. It will be published three 
times a year, in February, May, and September. 
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Taylorism at Watertown Arsenal, Scientific Management in Action, 1908-1915. 
By Hugh G. J. Aitken. Cambridge, Massachusetts: Harvard University Press, 


1960. Pp. viii, 269. $5.75. 


Mr. Hugh Aitken has given us a detailed case study of the introduction of 
Frederick Winslow Taylor’s particular brand of scientific management into a 
single industrial establishment. It would be difficult to visualize a situation per- 
mitting a more comprehensive analysis of Taylor’s methods in operation. The 
United States Arsenal in Watertown, Massachusetts, was a sizable establishment, 
with over 500 civilian employees; its principal divisions, the machine shop and 
the foundry, provided excellent testing grounds for Taylor’s ideas; it was union- 
ized; it was clearly a test of whether Taylorism was to be employed in other 
arsenals; and the fact that it was a Federal institution gave full play to the 
political reaction to Taylor’s methods. 

It has taken a great deal of skill in the handling of the material to tie these 
various factors into a coherent and meaningful narrative, but the author has 
done it. He has also switched deftly between general and specific, so that we can 
see both how specific individuals were affected, or believed themselves to be af- 
fected, by the introduction of scientific management, and how the Watertown 
experiment revealed the strong and weak features of Taylor’s doctrines. 

Perhaps the most useful contribution of the book—the most interesting to 
this reviewer at any rate—is the dissection of the Taylor system and the careful 
evaluation of its component parts. Where Taylor and his followers were able 
to deal with management problems which were susceptible of engineering solu- 
tions, such as the planning and routing of work and especially the acceleration 
of machine-shop operations by the use of high-speed tool steel, their ideas worked 
very well. When they got into human relations, however, their beliefs were 
almost childishly naive, and they compounded this fault by a rigidly doctrinaire 
outlook. 

We therefore find the oddity that the time and motion studies, which were 
the most bitterly contested feature of scientific management, were actually not 
scientific at all and certainly not essential. If Taylor’s experts had thrown away 
their stopwatches, they would have encountered much less trouble and would 
have done no appreciable harm to the installation of their methods. 

The author has made it clear that the Watertown Arsenal offered a difficult 
problem. It was engaged simultaneously in routine production and in experi- 
mental work, which complicated planning. Also, mistakes were made by the 
Ordnance Department for which Taylor’s men had to take the blame. The 
strike in the foundry, which grew into a national issue, was largely the result 
of lack of foresight and inadequate preparation for the introduction of new 
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methods. Taylorism had already been installed in the machine shop without 
trouble. 

The concluding chapter analyzes in detail the reactions to the Watertown 
experiment. The point which I would emphasize here is that while Congress pro- 
hibited stopwatch studies in Federal Arsenals, this prohibition by no means 
eliminated scientific management. In Watertown itself, the changes made in the 
machine shop continued in effect and are credited by Mr. Aitken with enabling 
the arsenal to meet the demands made on it by the First World Waz. 

To the historian of American technology or industry, this book will be in- 
dispensable. It has something for the labor and the social historian also, and it 
can well be used as a model by those who believe that scholarly history can be 
written with literary charm. 





Joun B. Raz, Harvey Mudd College 


Seaports South of Sahara, The Achievements of an American Steamship Service. 
By Robert Greenhalgh Albion, with the collaboration of Jennie B. Pope. New 
York: Appleton-Century-Crofts, Inc., 1959. Pp. xii, 316, illustrated. $6.00. 


The American steamship service whose achievements are described is Farrell 
Lines, a closely held family enterprise more than a little reminiscent of Scotland. 
Seaports South of Sahara is not, however, a family centennial record, involving 
personal prowess at sea, first in sail and then in steam, as the history of a firm 
based in Glasgow or Greenock might be. James A. Farrell, Sr., although the son 
of a shipmaster, began in a New Haven wire mill in his teens; worked his way 
up to the presidency of the United States Steel Corporation, and first became in- 
volved with ships as a means of moving the steel cargoes produced by that firm. 
In 1925 a syndicate which he, his sons, and close associates controlled bought 
from the Shipping Board the American South African Line and its five World 
War freighters. From this venture of risk capital thirty-five years ago developed 
regular line service under the American flag to ports in South and East Africa. 
In 1948, when extension of service to West Africa had made its original name 
inappropriate, the American South African Line changed its name to the Farrell 
Lines. This book deals, therefore, with an almost contemporary segment of mari- 
time history. It was written not for the use of the line but because Mr. Albion 
needed suitable reading on this period to assign in a course that he gives as 
Gardiner Professor of Oceanic History and Affairs at Harvard University. In 
his introduction he explains that available material fell into two extremes. Be- 
tween the faceless abstractions of theoretically-minded economists and _ political 
scientists and the promotional literature of shipping interests there was not 
much to be had. The former type of writing would seem unsatisfactory to a 
Maine man with strong personal enthusiasm for ships and sailors as such; the 
latter would give little comfort to a historian. Mr. Albion therefore determined 
to study one phase of the “essential trade route” pattern that has been the prime 
feature of United States merchant marine policy since World War I, focussing 
on the performance of a single fairly typical shipping company. As the late Vice 
Admiral Edward L. Cochrane, a man of wide experience in the Navy and 
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merchant marine, pointed out that the Farrell Lines “had probably done as much 
as any to promote commerce at both ends of its runs,” Mr. Albion chose that as 
his subject. The company generously responded by furnishing access to all per-. 
tinent information, while refraining from any attempt to control the contents 
of the book. 

The original Farrell ships were products of the Emergency Fleet Corporation’s 
World War I building program; their successors were dependent upon the 
policies of the Maritime Commission. Like the navy of Tharshish that trien- 
nially replenished the treasures of King Solomon, these vessels brought gold out of 
Africa. They have also brought out grapes, uranium, lobster tails, coffee, cocoa, 
rubber, and other less spectacular cargoes, and have carried in automobiles, bull- 
dozers, locomotives, and anything for which United States exporters have been 
able to find a market in West, South, or East Africa. In Seaports South of Sahara 
Mr. Albion consequently weaves with his study of the Farrell Lines an account 
of American maritime policy since 1914 and a brief description of the coasts 
and commerce of South, East, and West Africa. He has brought together in- 
structive information on recent United States maritime activity not readily 
available elsewhere. 

The style, like that of many American scholars, is monotonous. An occasional 
quotation, like the letter of James A. Farrell, Jr., to Admiral Land on page 135, 
makes the reader acquainted with a man rather than a name. With more atten- 
tion to literary craftsmenship, however, the men described would have become 
more vivid. Certain references are tantalizingly discreet, as that on page 121, 
which attributes the 1933 unscrambling of the shipping interests of the Farrells 
and Arthur R. Lewis to “personal reasons.” As this division soon led to twenty- 
two years of intense competition, sometimes of a Kilkenny cat nature, between 
the Farrells and Lewis’s Robin Line, the phrase employed is a masterly under- 
statement of what must have been a first-rate row. 

Water Murr Wuireuiit, Boston Atheneum 


Economic Fluctuations in England 1700-1800. By Thomas S. Ashton. Oxford: 
At the Clarendon Press, 1959. Pp. vi, 199. 215. 


The writing of the economic history of early modern England has been very 
much a matter of selective interest. Before and after the First World War, his- 
torians, reacting perhaps against laissez-faire, showed great interest in institu- 
tions and in government intervention. Emphasis subsequently switched to the 
managerial and financial problems of the more typical firm, with an increasing 
number of more ambitious studies of whole industries and of major areas. Few, 
however, have essayed the whole economy, or have, since Scott, attempted to 
chronicle and measure its fluctuations. This gap has been particularly conspic- 
uous for the rather pregnant years between 1720 where Scott leaves off and the 
1790's where Gayer, Rostow and Schwartz take up the story. Mr. T. S. Ashton 
has now made this desert bloom. In 1955 in his Economic History of England: 
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The Eighteen Century, he gave us a richly rounded description or static analysis 
of the eighteenth-century economy in its parts. In this present essay (originally 
the Ford Lectures at Oxford, 1953), he has made a gallant, even dazzling, at- 
tempt at the dynamics of economic fluctuations in the same period. The two 
volumes are really complementary and can best be used together. 

Mr. Ashton examines in separate chapters the effects of weather upon harvests, 
communications and industrial production, the effects of crops upon industrial 
and commercial demand, of war and the threat of war upon international trade 
and the money market. He examines separately the ebb and flow of activity in 
the construction trades (utilizing most impressively the excise returns on brick 
and glass and the customs data on timber imports) and the succession of financial 
crises throughout the century. In a most ambitious and most valuable final chap- 
ter he attempts to put all the pieces together into a meaningful chronicle running 
through the century. One of the most interesting parts is that on the building 
trades in which Mr. Ashton expounds most elegantly his favorite theme of the 
direct correlation in the second half of the eighteenth century of low interest 
rates and heightened building activity. Thus he is able to show in numerous 
instances how business torpor following crises, in reducing the demand for cre- 
dit, brought down interest rates, thus stimulating building investment (particu- 
larly in canals, turnpikes, etc.), providing in the process a most useful counter- 
cyclical balance to the ups and downs of the commercial and industrial section 
of the economy. Less new and exciting, but still very useful, is his survey of the 
effects of war on the economy. Here, he might have given even more emphasis 
than he does to the way in which credit crises frequently occurred towards the 
end of long wars (particularly 1710 and 1761) and were themselves instrumental 
in bringing the wars to a close. (Of course, in each case they occurred in France 
before England and may in fact—via Amsterdam—have been contagious.) 
Against this background the solution of 1797 appears in a much less calamitous 
light. 

Again and again Mr. Ashton’s work suggests areas for future research. Every 
crisis before 1790 still awaits its historian. Time and again he tells us that exports 
soared or sagged without being able to do much more than guess at the reasons. 
Much more work has to be done on foreign markets (particularly on the individual 
markets for English woolens) before we can fit English trade fluctuations 
into the broader pattern of European fluctuations. Domestic demand, how- 
ever, not foreign, may well prove to be the most controversial part of Mr. Ash- 
ton’s book. He rejects the notion (not unknown at the time) that great harvests 
and concomitant low agricultural prices (in impoverishing commercial farmers 
and landlords) discouraged trade. With Adam Smith, he argues that great har- 
vests provided the fullest employment in the underemployed countryside while 
low stable food prices left available for the purchase of other things the greatest 
possible proportion of the incomes of the urban and rural poor. Mr. Ashton is 
most impressive in his documentation of this thesis for short-run fluctuations. Yet, 
as Mr. Chambers* has recently pointed out, English industry stagnated, relatively 
speaking, under the cheap food of 1720-1755 but boomed through the “dearth” 
and “famine prices” of the next two generations. Is it that big farmers were 
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better customers than small? Or is it here that Mr. Ashton’s neglect of dem- 
ography will eventually have to be rectified? 

For the present, however, we must all be most grateful to Mr. Ashton for this 
pioneering and extraordinarily useful book. 





Jacos M. Price, The University of Michigan 


Precision Power: The First Half Century of Bodine Electric Company. By How- 
ard F, Bennett. Appleton-Century-Crofts, New York, 1959. Pp. ix, 336. $6.00. 


This is a generally important book for business and economic historians and 
a specifically important book for those interested in the controlled growth of a 
relatively small, specialized, family-dominated concern manufacturing fractional 
horse power electric motors. Economists and historians have been receiving an 
abundance of scholarly and objective studies of large-scale enterprise in such works 
as those dealing with Standard Oil, but there remains a great need for additional 
studies of smaller-scale operations. Howard Bennett’s book will indeed add stat- 
ure to the objective of meeting this need. The only other significant study of a 
small-scale enterprise is Theodore F. Marburg’s, Small Business in Brass Fabricat- 
ing (New York, 1956), but this is not comparable for the firm was voluntarily 
liquidated beginning in January, 1937. Bodine, on the other hand, is facing no 
such decision. 

Howard Bennett has attempted to explain the origin and development of the 
Bodine Electric Company from its inception in 1905 to its “self-consciously small” 
but successful status in 1955. In the process, he examined all the pertinent records 
and explored‘in interesting detail all significant areas of business policy. He found 
in Bodine, as one finds in other small firms, an ingrained conservatism toward 
growth which was a function of the dominant and highly individualistic brothers, 
Carl D. and Paul J. Bodine. Their consciously articulated policy of avoiding the 
standardized, mass production, markets for electric motors and concentrating 
on the interstitial markets for specialized motors, both in design and application, 
is the author’s primary explanation for the success of the firm. This unwillingness 
to joust with uncertainty is probably more pervasive in the American business 
community than many of our “forced economic growth” economists are willing 
to admit. 

Anyone professionally interested in business growth in microcosm is urged to 
consult this book. The only criticism that I wish to direct at this book is one which 
faces everyone working in the vineyard of firm histories, namely: periodization. 
Business policies are not all in phase chronologically; so some focus is lost by 
somewhat arbitrary periodization. However, this does little to detract from an ex- 
cellent piece of research, analysis, and narration. 


A. K. Sreicerwatt, University of Michigan 


* J. D. Chambers, “The Vale of Trent 1670-1800” (Economic History Review Supplements, 3), 
London, 1957, 39-49, esp. 45-46. 
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Cotton Manufacturing in the Southeast: An Historical Analysis. By Jack Blick- 
silver. (Bulletin No. 5, Studies in Business and Economics.) Atlanta, Bureau of 
Business and Economic Research, Georgia State College of Business Adminis- 
tration, 1959. Pp. viii, 176. Single copy on request, $1.50 for multiple copies. 


In the transformation of the Southeast from an agrarian to an industrial econ- 
omy the most important manufacturing development has undoubtedly been in 
the cotton textile industry, which until recently has lacked competent historical 
treatment. Mr. Blicksilver deals with the subject comprehensively and brings to- 
gether a vast amount of heretofore scattered information in his brief pages. 

The cotton manufacturing industry in the South had its origins before the 
Civil War, and a high percentage of the southern mills emerged from the war 
unscathed. Postwar expansion was hindered by political uncertainties, which dis- 
couraged the investment of capital; then the depression of the 1870's caused 
postponement of expansion plans. The revival of prosperity in 1879, however, 
opened an era of boom expansion in the textile industry of the South. 

The early entrepreneurs were nearly all native Southerners, and many of the 
mills were definitely community enterprises. The entrepreneurs had varied back- 
grounds, The great majority were native-born representatives of the middle class. 
Few had had prior experience in manufacturing, but most came from families 
with business interests in railroading, banking, or commerce, or had personally 
participated in one or more of these areas of activity. Perhaps this shows that when 
economic opportunity presented itself in the South, there were native entrepre- 
neurs to take advantage of it. 

After scraping the bottom of local barrels in the search for money, the pro- 
moters turned to the North for more capital and for experienced leadership and 
managerial skill. An extensive collaboration took place between local southern 
interests and a variety of northern interests. 

Success was not automatic, and the mortality rate for small rural mills ran high. 
Financial participation by northern equipment makers who took stock in part 
payment for machinery has been exaggerated, writes Mr. Blicksilver, and it was 
mostly limited to the years between 1895 and 1905. Most of the marketing was 
done by commission houses, which had some clashes of interest with the mill 
owners, but the author thinks they served a valuable function. 

The success of the southern textile industry was alarming to New England mill 
owners before 1900; in the next sixty years the South secured virtually a monopoly 
of the industry. A variety of factors affected the competition between the sections, 
a lower wage rate in the South being only one of the advantages of that area. The 
appearance of over-capacity, accompanied by unrestrained competition, empha- 
sized small differences in costs and efficiency, and the differentially destructive 
effect of severe competition worked to the disadvantage of the New England mills. 

The textile industry has always been a low-wage industry, and since about 1923 
it has been generally a low-profit industry. Vertical and horizontal integrations 
have taken place only slowly, and there remain a high number of independent 
manufacturing units. Competition with foreign producers and domestic producers 
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of synthetic fibers and textile substitutes such as paper and plastics has become 
severe. The author is critical of the industry for the meagerness of its research 
efforts. 

Mr. Blicksilver is to be thanked for a valuable contribution. He has, however, 
tried to present too many details in too short a volume. The book makes heavy 
reading, and the statistics are not well handled. The author ought to finish one 
subject before introducing a dozen others. The book should be an important work 
of reference, but, unhappily it lacks an index. 

James F, Doster, University of Alabama 


Monetary Policy under the International Gold Standard: 1880-1914. By Arthur I. 
Bloomfield. New York: Federal Reserve Bank of New York, 1959. Pp. 62. $.50. 


This modest monograph answers many of the questions that have troubled 
economic and financial historians. By studying the monetary policy of fourteen 
central banks during the period from 1880 to the first World War, Mr. Bloomfield 
arrives at some important conclusions regarding the functioning of the gold 
standard during the days of its relative purity and of the role of central banks in 
maintaining it. 

The gold standard even in those years was not a simple structure. Both in legal 
form and in practice it varied widely among countries and among time periods. 
The “full” gold standard, the “limping” standard, the “gold exchange” standard, 
existed simultaneously in varying versions. However, gold was the largest single 
asset in all of the fourteen banks during this period, and with silver and foreign 
exchange, made up a total which exceeded that of total domestic assets. The prin- 
cipal responsibility of the central banks was the maintenance of currency convert- 
ibility, not price stability. Indeed, the author concludes, the Bank of England 
might have contributed to greater economic stability in England had it been will- 
ing to see its gold reserves fluctuate somewhat more widely. 

The absence of any such flexible policy should not however be taken as proof 
that monetary policy was automatic. Discount rates did not always move inversely 
to reserve ratios (ratios of gold to sight liabilities). There was an inverse relation- 
ship during this period in England, Germany, Belgium, the Netherlands, and 
Russia, but in France the inverse correlation was much less marked, and in Den- 
mark, Norway, Finland, and Switzerland the two did not characteristically show 
inverse correlation. In the first-named countries, there was no real conflict between 
external and domestic stability, so that a policy of adjusting discount rates to 
reserve ratios resulted also in an adjustment of discount rates to the business cycle. 
Why this did not occur in the last-named countries is not clear. 

Central bankers of the period seem to have been convinced that changes in the 
discount rate did have the desired effect of checking gold drains or of encouraging 
reserve gains, although neither the bankers nor the theorists agreed as to the 
process by which the desired change occurred. For the “rules of the game” which 
are supposed to have governed the policy of the central banks during this period, 
the author finds little evidence. In most of the banks, in most of the years under 
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consideration, the domestic and the foreign assets of the banks varied in opposite 
directions rather than together, which would indicate that they were influenced 
more by the uncontrolled business cycle than by consciously-applied banking rules. 

Other evidence that the monetary policy before 1914 was far from automatic is 
found in the variety of devices used by central banks at various times. The ma- 
nipulation of the gold points occurred most often at the Bank of France but oc- 
casionally also at the Bank of England, the Reichsbank, and others. Foreign ex- 
change policy was used by eight of the central banks on occasion, and the Bank 
of Austro-Hungary even intervened once in the forward exchange market. Bor- 
rowing by one central bank from another was not infrequent, and occasionally a 
central bank borrowed from foreign commercial banks or foreign governments 
in order to maintain the convertibility of its currency. Central banks during these 
years played a much more active role in monetary management than had pre- 
viously been supposed. 





Marcaret G. Myers, Vassar College 


Patterns from the Sod: Land Use and Tenure in the Grand Prairie, 1850-1900. 
By Margaret Beattie Bogue. (Collections of the Illinois State Historical Library, 
vol. XXXIV: Land Series, vol. I.) Springfield: Illinois Historical Library, 1959. 
Pp. 327. $2.50. 


In this study of changing land use and ownership in east central Illinois we have 


a valuable study of economic growth in the midwest prairie. Eight counties, em- 
bracing an area of about five million acres, are studied intensively from the time 
that they left the public domain until the end of the nineteenth century. This 
section, while not strictly typical of the whole corn belt, exhibits in its history the 
central problems of converting the undeveloped interior into productive farmland. 
Over-all capital requirements were high. The region was remote from waterways 
and markets; until it was tapped by railways, the marketing of cash grain crops 
was handicapped, and the cost of fuel remained high. The prairie could be used 
profitably for the production of livestock that were driven to distant markets, but 
this enterprise demanded substantial inputs of capital for land and cattle. Even 
with marketing problems resolved by the investment of railroad capital, grain 
production could be safely undertaken only with substantial investment for im- 
provement of the raw prairie. Much of the Grand Prairie was so level that it re- 
quired costly artificial drainage. 

Mrs. Bogue understands clearly that the costs of farm making in the midwest 
were such that the initial investment in land was only minor. She sees, too, that 
settlers and non-resident investors, recognizing by 1850 the value of the rich, 
level, prairie, tended to overinvest in land and to reserve insufficient capital for 
development. The policy of the Federal government in dumping on the market, 
by direct sale and by grants to states and railroads, vast quantities of land at de- 
pressed prices, intensified the normal scarcity of labor and capital. As a result, 
much of the land long remained idle. Farm operators with sufficient capital con- 
centrated on livestock or introduced labor-saving implements for tillage crops. As 
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the population of the region grew, and the opportunities for finding cheap land 
anywhere declined, tenancy came in to solve the labor problem. Extensive use of 
the land, either for grazing or wheat production, declined and land use stabilized 
on intensive cultivation of corn for on-farm feeding of hogs and beef. 

This study tends to emphasize the experience of large-scale owners. The evi- 
dence seems to indicate that outright speculation in wild land was not rewarding. 
Land investment, coupled with intelligent development, was profitable, but re- 
quired close management. The evidence is not conclusive, but it appears that most 
of the capital for development was internally generated from local enterprise; 
eastern investment in railroads constituted the main exception. At a relatively 
advanced stage of the economy mortgage capital, while abundant, was available 
only when secured by improved farms. Reasons for borrowing cannot often be 
established, but farm mortgages seem to have been used more for facilitating trans- 
fer of ownership than for financing development. 

As a contribution to the history of land ownership and of prairie agriculture, 
this is a useful book. It is based on laborious investigation, the results of which are 
cautiously summarized. The author’s stated conclusions are supported by the evi- 
dence; and they are important. I feel, however, that she did not fully grasp the 
significance of her findings and extract all of the meaning to be found in them. 
If the book never quite achieves focus and coherence, perhaps it is because the 
emphasis on large-scale ownership of land is not the optimum theme around 
which to integrate a study of economic growth in the cornbelt. 

Tuomas LeDuc, Oberlin College 


Labor Management Relations. By Clarence E. Bonnett. New York: Exposition 
Press, 1959. Pp. 956. $10. 


Clarence E. Bonnett’s book contains thirty-six chapters covering every phase of 
labor activity. The main focus is on the activities of two types of organizations— 
the union and the employers’ association. The claims and arguments of each are 
examined and their positions on a number of issues described. 

Agreement making and the administration of the collective bargaining agree- 
ments are described as are strikes and lockouts. A special chapter is devoted to 
the Kohler strike. Chapters are devoted to laws regulating the activity of unions, 
the propaganda devices of employers and of unions, and discussions are included 
on various laws affecting union activity. Strikes, violence, and the derelictions of 
unions are described in great detail. 

Mr. Bonnett’s book contains a great many facts, and he always gives the argu- 
ment of both sides. It is quite evident that many union activities do not meet his 
approval. The volume is old fashioned in that it emphasizes conflict and violence. 
There are some facts but no analysis of collective bargaining and its role in our 
society; nor is there any attempt to describe the many-sided functions of unions. 
The emphasis upon labor violence, whatever its accuracy as historic fact, is cer- 
tainly not significant in the present. Mr. Bonnett is aware of most current labor- 
management issues, but he does little to provide a reader with an objective under- 
standing of their importance. 

Puitie Tart, Brown University 
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British Industrialists: Steel and Hosiery, 1850-1950. By Charlotte Erickson. New 
York: Cambridge University Press, 1959. Pp. 276. $7.50. 


This is a study of the careers of a thousand industrialists in two British indus- 
tries in the past century. The industries are steelmaking, in all parts of Britain, 
and hosiery, in the Nottingham area only. They were alike insofar as both under- 
went major technical revolutions in the third quarter of the nineteenth century, 
when this study begins; but they were very different in almost all other respects, 
steelmaking quickly fostering large, integrated firms organized as public joint- 
stock companies, while the hosiery trade is even now dominated by smaller family 
firms, though the public company has at last made its appearance. Largely by 
straightforward statistical treatment, the origins, education, recruitment, marri- 
ages, experiences and fortunes of industrialists are compared both in regard to 
change over time, and differences between the industries. 

This kind of approach is much more familiar to Americans than to British 
scholars. We have been inclined to doubt the value of quantifying differences 
which ought to be expressed in qualitative terms, and it must be admitted that 
this study does not quite dispel one’s doubts. Can there be much value in sta- 
tistics lumping together, say, small farmers and landed gentry as one class of 
social origins, or giving equal weight to the owner of a small short-lived factory 
in 1855, and the managing director of the Steel Company of Wales today, as 
“industrialists”? Indeed, the question of just who are the industrialists who merit 
inclusion is nowhere satisfactorily discussed, or whether this study should not 
have begun by explaining the differences in the functions of the 1855 entrepre- 
neur-owner and the present-day managing director. Miss Erickson could, presum- 
ably, reply that her categories were drawn in order to make her study as closely 
comparable as possible with other British and American studies, and that some 
statistical comparison, using the largest numbers available, is better than the odd 
aside of a biased observer with a limited field of vision, which is repeated so often 
that it becomes our much-vaunted qualitative assessment—and, alas, she would 
be only too right. 

The history of each industry is divided into five periods, to allow rough com- 
parisons over time. The first of the hosiery periods falls before the change-over 
of the 1850’s, but not so in the case of steel, which begins in the 1860's. The rea- 
sons for this difference in treatment are most unconvincing, the more so since a 
study of, say, the Sheffield steel industry before Bessemer would have prevented 
the author from making the quite unreal distinction between the antecedents of 
firms like John Brown’s and Cammell’s which did, and Vickers’ and Jessop’s, 
which did not adopt the Bessemer converter at an early stage. Otherwise the de- 
tail and the documentation are formidable, and Miss Erickson has made most 
intelligent use of local directories and of the Census up to the latest date accessible 
(1851). Slips are surprisingly rare (e.g. St. Rollox, p. 159, and furnaces are not 
blown, they are blown in, p. 160) and the whole bears witness to that careful pro- 
duction and printing one has come to expect from the studies sponsored by the 
National Institute of Economic and Social Research. 
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The main conclusions are most valuable, even if not very surprising. The myth 
of the poor man’s son getting to the top of industry is (yet once more) destroyed: 
most industrialists came from professional or other middle and upper-class fam- 
ilies. Exclusive Public School and, more recently, Oxbridge education was a dis- 
tinct advantage in gaining promotion. In the steel industry, the average ages of 
those reaching the board rooms showed a strong tendency to rise in recent dec- 
ades, being now a good deal above the average ages of hosiery company directors, 
and there seems to have been insufficient attention paid, at least in the inter-war 
years, to making use of all the talent available within the firm: the owners’ fam- 
ilies, the accountants and the engineers were favoured much more as recruiting 
grounds. Compared with American experience, the neglect of the sales staff in con- 
sidering promotions is clearly evident. This particular difference is probably dis- 
appearing very rapidly at the moment. 

In hosiery, with its smaller firms, and much smaller capitals, rises from the 
ranks, or transfers from other industries are still fairly common. When the factory 
industry emerged, it was the smaller and weaker firm, and curiously enough, also 
the older that was more likely to adopt the new methods, not the large flourishing 
putting-out and frame-hiring organization. Also, it was mainly the young men 
who seem to have carried through the innovations. There are many other illumi- 
nating conclusions derived from the careful marshalling of figures. 

In undertaking a work of this kind there is no substitute for hard work. Miss 
Erickson and the other scholars associated with this book have put us in their 
debt by completing the first large-scale historical study of this kind in Britain, in 
two significant industries. The author should get the credit which she so freely 
grants to other innovators. 





Sipney Pottarp, University of Sheffield 


Precision Valley: The Machine Tool Companies of Springfield, Vermont. By 
Wayne G. Broehl, Jr. Englewood Cliffs, New Jersey: Prentice-Hall, 1959. Pp. xii, 
274. $5.95. 


As Wayne Broehl points out in his preface, the machine tool industry has been 
of vital importance to the economy in spite of its relatively small size—325 com- 
panies with some 60,000 employees and sales of $843,000,000 in 1957. Yet little 
historical study of the makers of the “master tools of industry” has been under- 
taken. This volume is, in the author’s words, “the story of the machine-tool indus- 
try as seen through the corporate lives of three of its larger companies—the 
machine-tool firms of Springfield, Vermont.” Mr. Broehl not only narrates the prin- 
cipal events in the history of these independent but closely related enterprises, but 
he also attempts to interweave their experience with that of the local community 
in which they have operated and with the larger trends in the American economy. 
He directs particular attention to the problems facing the industry, of whose total 
volume the Springfield firms have accounted for some 2.4 to 7 per cent at various 
times in recent decades. To give an indication of the scale of operations of the 
companies studied, annual sales in 1957 were $22,013,000 (Jones and Lamson 
Machine Company), $14,595,000 (Fellows Gear Shaper Company), and $8,745, 
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ooo (Bryant Chucking Grinder Company). But each firm has been a leader in 
its own highly specialized field. 

More than any other individual, James Hartness influenced the course of de- 
velopment of the Springfield segment of the industry. Becoming superintendent 
of Jones and Lamson in 1888, just after the firm had moved from Windsor, Ver- 
mont, Hartness insisted on a one-product policy—the manufacture of flat-turret 
lathes which he designed. When Jones and Lamson employees developed innova- 
tions in other lines, he encouraged them to form separate enterprises for the com- 
mercial development of their new machines. Thus, the Fellows Gear Shaper Com-’ 
pany was founded in 1896, and the Bryant Chucking Grinder Company in 1909. 
In all three firms, similar arrangements were finally worked out between the in- 
ventors and financial backers, largely local investors, to provide for an equitable 
division of the profits of innovation. Hartness, Fellows, and Bryant assigned pat- 
ents to their respective corporations and received in return substantial ownership 
interests. Although organized as separate entities, the enterprises maintained a 
close relationship. Hartness and W. D. Woolson, a key executive of Jones and 
Lamson, as well as other Springfield capitalists, provided financial backing for 
both Fellows and Bryant. Woolson became president of the Fellows firm and 
Hartness president of the Bryant enterprise. The experience of the Bryant firm 
shows the importance of persistence in launching a new enterprise; during the 
first fifteen years, the company lost money nine times and barely broke even once. 

As engineers, Hartness, Fellows, and Bryant paid major attention to improve- 
ments on existing products in their specialized lines of flat-turret lathes, gear- 
shapers, and chucking grinders. Apparently, the entrepreneurs believed that the 
machines would sell themselves on the basis of the experience of satisfied custom- 
ers. Not until the severe slump in machines tool sales after World War II did the 
firms attempt to diversify, with varying results. Fellows was the most successful, 
with the acquisition of a line of plastic injection molding machines. Jones and 
Lamson, however, dropped within a year the home-workshop power tools which 
the company had begun to produce in 1955. Bryant ventured into packing ma- 
chinery and rotagravure and printing presses. In 1958 the Bryant firm followed 
the path of many other small firms into merger with a large corporation. 

Mr. Broehl explains clearly the peculiar problems facing machine tool manu- 
facturers, deriving from the “accelerator principle” whereby “demand for ma- 
chine tools may rise and fall fantastically within a rather modest change pattern 
for the products they produce.” Indeed, the industry found itself in a serious 
recession in the middle of the World War II boom, once the demand for machine 
tools for war production had slacked off. As the author points out, machine tool- 
ers could usually earn good profits only at the beginning of an upturn of the busi- 
ness cycle. 

There are some apparently “touchy” but important points which Mr. Broehl 
has skirted. The treatment of pricing policies is not consistent, despite some tant- 
alizing bits of information provided. In working out his initial agreement with 
the financiers of Jones and Lamson in the early 1890’s, Hartness is quoted as tell- 
ing stockholders: “I propose to sell it [that is, the flat-turret lathe] on what it'll 
do, not what it costs. We'll charge $1,100 for it. I'll take $100 a machine for roy- 
alty and you'll get your full $1,000.” In discussing the Depression era, Mr. Broehl 
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notes that Bryant had to find additional capital to make up for heavy losses suf- 
fered in the early 1930’s, but he does not indicate how the problem was solved. 
There is little discussion of the type and extent of competition in the markets in 
which these firms have operated, beyond the general comment that the companies 
comprising the machine tool industry “were in the main remarkably competitive.” 
But what kind of competition, with how many competitors? What share of the 
market did each firm have in its own specialized line? By turning to the United 
States Census of Manufacturers for 1954, I did find that Fellows’ sales of $14,887,- 
ooo in that year constituted well over one-half of the total national shipments of 
gear shapers and cutters, $23,238,000. This would seem to be a significant aspect 
of the story which does not come out in the telling. The author states that Fellows 
was “somewhat an exception” to his generalization about the competitive nature 
of the industry, but he does not explain the circumstances of the 1956 order of 
the Justice Department requiring gear-machinery manufacturers to allow licensing 
of their processes by other companies. 

Unfortunately, Mr. Broehl’s efforts to write in a popular style often detract 
from the real drama of the situation, particularly in describing the Springfield 
background. The entrepreneurs of the companies were not only innovators in 
their industry, but also leaders in their communities; they “sparked its progress 
in electric lighting, telephone service, water supply and other fields.” But these 
important developments have generally been subordinated to a fleeting review of 
the “atmosphere of the times.” Readers may also question the relevancy of some 
of the background material about national events for a study of this nature. 

The study demonstrates some of the strengths and weaknesses of administra- 
tion by small industrial capitalists. Specialization has been a major source of 
strength. Each of the three relatively small firms secured a leading position in its 
own field and did not have to wage a direct competitive battle with big business. 
At the same time, concentration on a narrow line of specialized machinery ex- 
posed the enterprises to the hazards of extreme fluctuations in demand for capital 
equipment. 

While Precision Valley is less detailed than some of the published histories of 
other machinery makers, it provides a good outline of the major trends in machine 
tools. It points to the need for further studies of firms in this key industry. 

James H. Sottow, Michigan State University 





The Average Workweek As An Economic Indicator. By Gerhard Bry. New York: 
National Bureau of Economic Research, Inc., Occasional Paper 69, 1959. Pp. 
ix, 115. $2.00 


The main purpose of this carefully prepared and organized monograph is to 
investigate how well one of the National Bureau’s twenty-one indicators, average 
working hours in manufacturing, has behaved as a barometer for predicting busi- 
ness cycles. The author meticulously establishes that cyclical fluctuations in the 
average workweek in manufacturing from the trough of 1921 through the trough 
of 1954 have generally but not always preceded corresponding variations of ag- 
gregate business activity in the United States. He takes as many pains to confirm, 
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too, that cyclical turns of average hours worked in manufacturing have preceded 
cyclical turns in manufacturing employment. The latter are shown to have largely 
coincided with swings in the nation’s over-all economy. 

These are interesting results. But they should not be interpreted to mean that 
henceforth we may regard the single series of average weekly hours in manufac- 
turing as a reliable guide to the future state of our economy. Although Bry does 
not explicitly make such a claim, neither does he warn against assuming it. Con- 
sequently, his reference to the average workweek in manufacturing as “a pre- 
ferred indicator of prospective changes in business conditions” (page 6), as well 
as his contention that “the lead of weekly hours over employment turns will 
probably be maintained in the foreseeable future, and with it the importance of 
the length of the workweek as an indicator of cyclical change” (page 103) may 
easily encourage invalid inferences to be drawn. 

The reader needs to be cautioned against placing too much faith in the current 
forecasting potential of changes in the average workweek. For Bry has demon- 
strated its historical relationship to business cycle peaks and troughs over a se- 
quence encompassing relatively few events while current forecasting requires 
foresight as well as hindsight supported by ample and unambiguous evidence. 

Even if it were certain that a peak or trough in average hours worked would 
always appear approximately four months before a peak of trough in general 
business activity, which has been the average lead according to Bry, it would 
still be necessary to identify a peak or trough in average hours as soon as it 
occurs in order to apply corrective action. Recognizing the advantages of antici- 
pating cyclical turns in the average workweek, Bry constructs diffusion indexes 
for average weekly hours worked in major manufacturing industries, in non- 
manufacturing industries, and in industry by state. He finds that such series, 
consisting of industries expanding the average workweek expressed as percent- 
ages of total industries covered, are promising indicators of both general business 
cycles and cycles in average hours. It is difficult to accept the author’s optimistic 
appraisal. In the case of manufacturing industries, for thirteen recent general 
business cycle turns, the diffusion index of average weekly hours clearly leads 





ten turns by periods ranging from five months to two years. Six of the ten leads 
are of a year’s duration or longer and are therefore probably too long to have 
much worth for short range forecasting. The results for diffusion indexes in non- 
manufacturing industries and in industry by state, based on fewer observations, 
are equally unconvincing. 

What of the diffusion index ‘as a dependable indicator of cyclical turns in 
average weekly hours in manufacturing rather than for all economic activity? 
Bry’s calculations show that for thirteen national business cycle turns, the index 
exhibits leads varying from a lead of one month to thirteen months in eleven 
cases. In every instance cited, the subsequent peak or trough in the diffusion 
index enabling positive identification of the previous turn, occurs after the 
corresponding turn in the average weekly hours series has already been reached. 
Bry is heartened by these results. Others may be less enthusiastic. 

How accurately does the workweek itself foretell cyclical turning points in 
the economy as a whole? Here again there are grounds for serious reservations 
despite the author’s conviction that the past record over the twelve turns he 
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surveys is very good. One reason for skepticism stems from the small number 
of business cycle turns studied. Another reason is that the leads are inconsistent. 
For these twelve turns, average weekly hours leads by periods varying from two 
months to eleven months in nine instances. It is noteworthy that recent computa- 
tions by Geoffrey H. Moore for the 1957-58 business contraction show an un- 
precedented lead at the peak of twenty months for the average workweek and 
a lead of two months at the trough.’ Furthermore, zs Alexander has pointed out, 
there is no way to distinguish between minor and major peaks and depressions 
in an indicator until long after they have occurred.” For sound current forecasting, 
false leads in the average workweek series are far too prevalent. 

Bry takes up the critical question of whether the average workweek in man- 
ufacturing might be expected to lead general business activity and employment 
in the foreseeable future and arrives at an affirmative conclusion. He dismisses 
the effect on average workweek leads of a long term reduction in the standard 
workweek as unlikely to become significant, even though it has played an in- 
fluential role in the past. This judgment is questionable. In view of the fact that 
the long term decline has been neither regular nor gradual, it is unrealistic to 
expect that it will be otherwise in the future. Erratic shifts could produce sub- 
stantial changes in overtime, short time, and total employment practices of 
producers. And these are the factors, according to Bry, which are responsible for 
short-run changes in average weekly hours. 

Perhaps as significant as Bry’s positive findings are the further research pro- 
grams which are prompted by his study. A broader test should be made of the 
hypothesis Bry offers to explain the lag of employment behind weekly hours. 
On the strength of a few interviews, Bry tentatively attributes the discrepancy 
to the separate viewpoints and responsibilities of higher and lower echelons of 
management. In another direction, a complete review of the role of variations 
in new orders in relation to business cycles would seem to be warranted by the 
data Bry presents. The record of new orders, although Bry disagrees, is not 
substantially different from that of average weekly hours. Finally, it might be 
fruitful to seek relevant relationships between the amplitudes and durations of 
cycles in average weekly hours (or other indicators) and general business condi- 
tions. 

As it stands, Bry’s work is a commendable addition to the store of economic 
knowledge. But to permit of more definite conclusions, continued study of 
movements in the average workweek in manufacturing is necessary. Some 
limited use may currently be made of the series of average weekly hours and its 
diffusion index, preferably in conjunction with other leading series. They may 
serve as alerts to be supplemented by detailed cross-sectional analysis and the in- 
formed judgment of experienced economic analysts. False alarms must be ex- 
pected, but some are bound to be real. 

BenJAMIN J. Katz, New York University 


1G. H. Moore, “The 1957-58 Business Contraction: New Model or Old?” American Eco- 
nomic Review, XLIX (May 1959), p. 302. 

2S. S. Alexander, “Rate of Change Approaches to Forecasting—Diffusion Indexes and First 
Differences,” Economic Journal, LX (June 1958), p. 289. 
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Le drame francais: du libre échange au Marché Commun. By Paul Combe. (Col- 
lection “Tribune Libre.” ) Paris: Plon, 1959. Pp. v, 230. Fr. 690. 


What is the French drame in the century since 1860 according to Mr. Combe? 
It is the familiar story of the French being outstripped by other nations economic- 
ally, striving to maintain traditional humanistic values in a world of technology, 
and symbolizing the decline of Western Europe as a whole in that eventful cen- 
tury. The story, as told here, represents a mélange of history, economics, and soci- 
ology. The book contains its share of quantitative data and economic analysis, 
but it is essentially an essay, an examination of contemporary economic ques- 
tions against their historical background. For details and for statistics, scholars 
will go to Mr. Combe’s solid thése, Niveau de vie et progrés technique en France 
depuis 1860 (Paris: Presses Universitaires de France, 1956), of which this is essen- 
tially an adaption for the general reader. 

Mr. Combe has warnings about the demographic and economic recovery of 
France since the Second World War. He writes with enthusiasm, of course, about 
the objective record of technical success since the Liberation—the “French mir- 
acle”—that has witnessed the doubling of French industrial production and spec- 
tacular accomplishments in so many economic spheres. He is pleased, too, with the 
record of foreign trade and the rise in exports in recent years. But the future wel- 
fare of France, he insists, depends on duties and sacrifices to which the French 
and their leaders have been insufficiently sensitive. He finds in the Monnet Plan 
and in the social legislation since the war too overriding a concern with the satis- 
faction “in the immediate present, of desires that we legitimize in the name of 
rights” (p. 208). This will never do. Given the obstacles that the French economy 
must overcome because of historical and natural factors which he explores master- 
fully, the sacrifice of present generations must be greater than it has been. As he 
sees it, the nation is passing through a critical stage in many areas—population 
growth, industrial expansion, colonial adjustment, and European economic in- 
tegration—all of which will demand austerity. 

“Everything brings us to wish, with fervor, that of the two parallel and con- 
tradictory currents—an immediate and continued elevation of the standard of 
living and an accentuation of investment .. . that it be this latter course that wins 
out; our survival will depend on it” (p. 196). He has confidence that the Fifth 
Republic will follow this course more faithfully than its predecessors and that it 
will recognize the need to stabilize the currency and oppose attempts to expand 
the economy through inflation and borrowing. He seems insufficiently sensitive, 
however, to the social unrest that may develop from his proposals. 

Mr. Combe recognizes the need for France to take her place in an industrial 
world but implores in his conclusion that spiritual values not be sacrificed to 
material ones, or humanistic goals to production and power as ends in themselves. 
With that one can only agree. Whether it is France’s “mission,” however, or 
within France’s capabilities, to reconcile in practice these two seemingly anti- 
thetical ideals, as Frenchmen like to maintain, may be more debatable. Students 
of French economic history will not approve of everything in this book but they 
will find much that is informative. 

Jort Corton, Duke University 
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Tomorrow a New World: the New Deal Community Program. By Paul K. 
Conkin. (Published for the American Historical Association.) Ithaca: Cornell 
University Press, 1959. Pp. ix, 350. $6.00. 


By 1936 no part of the New Deal was more controversial than its experimental 
community projects, then being developed by Rexford Guy Tugwell’s Resettle- 
ment Administration. Many of the schemes had been started by the Division of 
Subsistence Homesteads in the Interior Department and by FERA. They were of 
several types: stranded community, cooperative industrial, farm community, re- 
settlement community, industrial and farm village. When RA was set up by exec- 
utive order in 1935, Tugwell not only inherited these but launched others, in- 
cluding garden cities, forest homesteads, and cooperative farms. The whole made 
up a confusing collection of often contradictory efforts at doing something for 
some of the disadvantaged, outside the private sector of the economy and separate 
from the general relief programs. Tugwell himself departed soon after the 1936 
election, and RA (renamed the Farm Security Administration) went into the 
Agriculture Department. During the Second World War, prodded by a Congres- 
sional investigation and a directive by Congress, FSA began to scuttle the projects, 
a process completed by other agencies under President Truman. 

Mr. Conkin has here given us a very substantial survey of the whole program 
in a clear and straightforward combination of narrative and analysis which de- 
servedly has won for him a Beveridge prize. In his introduction, he points out 
the basic and contradictory elements that converged in the early New Deal—the 
Jeffersonian, Hamiltonian, and collectivist—and says that the community program 
was “a focal point of ideological clashes” (page 6). His first chapters contain suc- 
cinct accounts of the background movements: back-to-the land, land settlement 
planning (paying particular attention to the ideas of Elwood Mead), city plan- 
ning, and national planning. In the middle part of the book, Conkin presents a 
detailed administrative history of the New Deal community program. The con- 
cluding chapters discuss individual communities: Arthurdale, West Virginia (a 
“stranded community” which Eleanor Roosevelt took under her wing); Jersey 
Homesteads (an industrial cooperative for a group of New York Jewish garment 
workers); Penderlea Homesteads, North Carolina (a farm community); Granger 
Homesteads, Iowa (an industrial community promoted by Father Luigi G. Li- 
gutti); and the famed garden cities (Greenbelt, Maryland; Greendale, Wisconsin; 
and Greenhills, Ohio). A brief conclusion, a statistical appendix, a short biblio- 
graphical note, and an excellent index round out the book. 

In spite of its maturity, objectivity, and scholarship, Mr. Conkin’s study is not 
the last word we shall have on the subject. His chief sources are Federal records 
in the National Archives, published government documents, and contemporary 
articles. Future scholarship may be based additionally upon other manuscript 
collections and further interviewing. There is need yet for more case studies of 
individual projects, the model for which might well be Edward C. Banfield’s 
suggestive book on Casa Grande, Government Project (1951), which Conkin un- 
accountably fails to cite. But Conkin’s account of the chaotic administrative history 
of the program, his calm appraisals of M. L. Wilson and Tugwell, and his treat- 
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ment of Harold Ickes as narrow-minded and essentially hostile, will probably 
stand up well. So, too, will his conclusion: “The program succumbed because of 
the controversial ideas of some of its directors, the unforseen practical difficulties 
encountered in implementing the community idea, the many problems that in- 
evitably resulted from the unco-ordinated and hasty accretion of activity on the 
part of a rather inflexible federal government, an organized opposition to the New 
Deal itself, and a declining sentiment for reform after 1936” (page 327). 
Rosert E. Burke, University of Washington 


The Foundations of Capitalism. By Oliver C. Cox. Foreword by Harry Elmer 
Barnes. New York: Philosophical Library, 1959. Pp. 500. $7.50. 


In economic historiography as in politics the old labels never die; they just 
change their content. Thus “mercantilism,” “imperialism,” the “industrial rev- 
olution” and—hardiest perennial of the lot—“capitalism” are with us yet, though 
the meanings attached to them scarcely resemble those of their originators. A 
generation and more ago economists, historians and sociologists attempted to 
define capitalism, to ascertain its characteristic features, and to discover its “laws 
of development.” Some gave up in despair, others in boredom; some even thought 
they had succeeded. In any event, with the near-collapse of the economic order 
in the 1930’s the extensive regimentation of economic life in World War II, and 
the apparent drift of Western Europe into socialism in the immediate postwar 
years it appeared that “the thing itself,” whatever it was, was dying if not dead. 
Few scholars relish the role of embalmer, and most responded to the lure of more 
pressing or timely intellectual and practical problems elsewhere. More recently, 
however, the apparent ability of the American economy to avoid a major depres- 
sion, the partial disillusionment of the populations of Western Europe with pro- 
grams of wholesale nationalization and, above all, the remarkable records of 
economic recovery and growth posted by several Western European nations operat- 
ing with institutions resembling in their essentials those of the “classic” period 
of capitalism (before World War I) have stimulated a new wave of scholarly and 
popular interest in the subject. Several authors have had the temerity to include 
the word in the titles of their works, others have dealt with it substantively, and 
at least one major university, Wisconsin, has instituted (or re-instituted) a course 
in “The History of Modern Capitalism.” 

Oliver Cox’s Foundations of Capitalism is a product of this revival of interest 
only in part, perhaps only by coincidence. Indeed, in most respects it is reminis- 
cent—in conception, method, even in sources—of the literature on capitalism of 
the previous generation. Nevertheless, it presents certain features of interest; and 
just as any contemporary student of the history of capitalism should begin his re- 
search by a perusal, at least, of the works of Sombart, Sée, and Max Weber, among 
others, so too should he look into the volume here reviewed. 

Cox, a professor of sociology at Lincoln University in Missouri, conceives of his 
subject in the framework of historical sociology. Indeed, a more descriptive title 
of the book might well be “Historical Foundations of Capitalism.” Cox takes 
as his starting point the economic life of medieval Venice, “the progenitor” of 
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capitalism. He treats in some detail its origins as a city, its commerce, economic 
organization and policy, political structure, the place of religion, etc., and con- 
cludes this portion with a chapter on the “distinctive culture” of Venice. He then 
treats in more summary fashion other early capitalist cities and city states, which 
he classifies according to their place in the capitalist hierarchy: Florence and Genoa 
—“autonomous,” the Hanseatic cities—“autonomous leagued,” Amsterdam and 
other Dutch cities—“sovereign federal,” with still briefer mention of “dependent- 
subject cities” (communes and English boroughs), fair towns, kontors or staples, 
and emporia. In the second half of the book the author deals with “The Nation, 
Mercantilism, and Industrialism” as exemplified by England in particular; his 
discussion here ranges from Magna Carta to the postwar Labour Government, 
with emphasis on the seventeenth and eighteenth centuries, but his treatment is 
essentially topical, not chronological. 

It is not difficult to find fault with the book. Although one does not expect an 
extensive use of primary sources in a work of synthesis and interpretation, the 
author has relied excessively on a relatively small number of secondary sources, 
some of them textbooks and popularizations, many of them obsolete. He makes 
reference to but a single article appearing in the Journal of Economic History 
(of 1942), to only three in the Economic History Review (the latest in 1941); 
the majority of his sources are of much earliesr vintage. Both text and notes (of 
which there are an inordinate number, inconveniently placed at the ends of chap- 
ters) are liberally sprinkled with long quotations from secondary sources with no 
obvious criterion for placement. The book is easy to criticize on substantive 
grounds as well. Nowhere, for example, does the author give a precise definition 
of capitalism as he conceives it; his closest approach is a caricature of sophomoric 
sociological jargon: “As a form of social organization, capitalism is constituted 
elementally by a peculiar economic order, government, and religious structure; 
and these, although mutually indispensable, are yet related to each other in des- 
cending order of importance. Economically, capitalism tends to form a system or 
network of national and territorial units bound together by commercial and ex- 
ploitative relationships in such a way that a capitalist nation is inconceivable out- 
side this capitalist system” (p. 15). He exhibits a tendency to elevate both uni- 
versal attributes of human nature and the most trivial aspects of particular in- 
stitutions into “foundations,” “features,” or “characteristics” of capitalism. Thus 
cultural assimilation is a “trait . . . peculiar to capitalism” (p. 117). In capitalist 
societies (but no other?) “there is a continual need for news” and travel (p.119). 
Students of the Soviet Union might question the “peculiar capacity to foster and 
‘exploit inventions (which also means the borrowing from abroad of scientific 
ideas and techniques) which is a dominant trait of capitalist society” (p. 408), 
or the uniqueness of the facts that “every leading capitalist nation . . . tends to 
be thought of and to conceive of itself as miraculous and wonderful” (p. 124) and 
“the capitalist world is still reaching out; this time, beyond the planet itself” 
(p. 119). 

Nevertheless, allowing for its numerous defects, the work contains some novel 
and stimulating ideas. The continuing debate on the role of religion in capitalism 
is placed in a new light by the author’s insistence that the crux of the matter is 
not in questions of doctrine, but in the relationship of organized religion and 
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ecclesiastical authority to the capitalist class. The Venetians would accept no priests 
or bishops who were not citizens of the Republic, and even then rigidly excluded 
them from civil office and the councils of the state. The Dutch capitalists, although 
members of a state church, controlled its policies, favored religious toleration, and 
would not allow the ecclesiastical authorities to impose religious tests. English 
mercantilists valued Protestantism primarily because it freed them from foreign 
influence; after 1689 they became increasingly tolerant of Dissenters and even of 
Roman Catholics. In short, capitalists as a class insist on the subjugation of relig- 
ious to secular—that is, to capitalist—authority. Similarly, capitalism demands 
a capitalist government and a capitalist polity. It arose in those medieval cities 
free of, or freed from, the external authority of feudal rulers; it flourished in the 
territorial national states of modern times in measure with the success of cap- 
italists in “domesticating” or expelling dynastic and aristocratic overlords. Con- 
siderations such as these lead the author to question how long capitalism can 
survive in an age of universal suffrage and mass democracy. His answer is by no 
means conclusive; but it is sufficiently suggestive to arouse interest in his projected 
sequel on the “principles” of capitalism. 

Ronpo E. Cameron, University of Wisconsin 





L’Economie britannique et le Blocus continental (1806-1813). By Francois Crou- 
zet. Presses Universitaires de France, 1958. Pp. 949. Vol. I, Fr. 1700, Vol. II, 
Fr. 1800. 


It is strange how modern British economic historians have completely neglected 
to study Napoleon’s all-out attempt at economic warfare against Britain. Holland 
Rose half a century ago, Daniels during World War I, Ashton and Galpin during 
the 1920’s all did pioneering work, but for the last thirty years there has been little 
of consequence. It may well be that this has been one of those not infrequent 
cases where scholars have been frightened away by the existence of an old but 
apparently highly authoritative work—in this instance Heckscher’s Continental 
System. The bullionist controversy has caused some excitement on a narrow front 
but not until now has any comprehensive study of the blockade been made. Let 
it be said right away that M. Crouzet’s two volumes fill the gap magnificently. 

He begins with a brilliant survey of the British economy which is remarkable 
for its appreciation of local variations in the industrial scene and one which surely 
must soon become required reading for all undergraduates working in the period. 
Just prior to the blockade exports were taking about thirty-five per cent of indus- 
trial production and the big exporting industries supported a quarter of the total 
population. Europe took a third of Britain’s exports and the United States 
over a quarter—together, significantly enough, more than sixty per cent. The 
cotton industry was most exposed, exporting two thirds of its output and three 
quarters of this to those two vital markets. Certain crucial imports were obtained 
there too and Europe and America bought heavily of the colonial products re-ex- 
ported from Britain. If this trade were cut off, not only would Britain lose the en- 
trepét profit but the colonial countries would in turn be less able to buy from her. 
In other words, the blockade might disrupt the whole multilateral pattern. There 
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was also the problem for Britain of building up a surplus on current account so 
as to be able to finance military expenditure overseas. Yet against this picture of 
vulnerability must be set an economy that had enjoyed marked monetary stabiliz- 
ation since 1803 and was in the midst of an unprecedented forward movement. 
So the stage was set. A blockade could clearly bring Britain down if France and 
the United States joined forces but it would need to be strict and last for several 
years to overcome the basic strength of the British economy. 

It was the time factor that was to prove decisive. After an inauspicious and in- 
competent start, towards the end of 1807 the blockade was tightened throughout 
Europe until only Sweden remained open and with that market lost in the next 
year and the Non-Importation Act in full force in the United States by December 
1807, the essential conditions for success were present. But it was all too short- 
lived. Revolt in Spain opened markets there and in South America, and, by draw- 
ing Napoleon away, loosened his control throughout the continent. The fear of 
war with the United States declined and what was a relief in the later months 
of 1808 became a rout in 1809. Except for the cotton trade, Britain weathered the 
storm well, for it was short enough for manufacturers to run up stocks without 
their becoming too large, while stocks of essential imports lasted long enough to 
tide over the worst months. 

The second period of full blockade was much more serious. For one thing, 
sterling had been depreciating steadily since the summer of 1808; in 1809 and 
1810 there was a huge rise in imports and the terms of trade became markedly 
unfavorable, heavy military expenditure had to be financed and of the increased 
exports recorded for late 1808 and 1809 many were stored in the great smuggling 
centers and no foreign currency had yet accrued from them. The consequent lack 
of confidence resulted in an outflow of capital which worsened the position. (It 
is all so reminiscent of modern times though now this final indignity is blamed 
upon mysterious bankers in Switzerland; then it was a case of tiny boats creeping 
from south coast ports and transferring their golden guineas to others in mid- 
channel.) The blockade tightened and again the essential condition was fulfilled 
when trade with America came to a standstill too. Indeed during 1810 and 1811 
so great was the distress that the country was truly on the verge of revolution 
with eighteen months of severe depression, high food prices, and a feeble, reac- 
tionary and unpopular government. But the Luddite outbursts in protests were 
only sporadic and Napoleon made no effort to support them. As M. Crouzet puts 
it, “I] y avait donc une ‘situation revolutionnaire,’ mais il ne se trouvait pas de 
revolutionnaires pour l’exploiter.” 

This time it was Napoleon’s defeat in Russia which eased the position but it 
is now clear from M. Crouzet’s work how badly Heckscher allowed his free trade 
prejudices to lead him to underestimate the damage a blockade could and did 
cause. Outside markets simply had not the potentialities for expansion that he 
alleged. Many relied on selling to Europe to relieve their own balance of payments 
problems so that the blockade hit them as badly as it did Britain. Some, such as 
the new markets in South America, were opened up only with very considerable 
losses and extremely long delays in payment. Smuggling there certainly was in 
plenty but at the crucial times it was checked almost completely. The Russian 
winter rather than Heckscher’s natural economic laws saved Britain, though of 
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course one should never underestimate the remarkable spirit and adaptability of 
British merchants in the face of all these difficulties. 

All this M. Crouzet discusses quite beautifully and with amazing documenta- 
tion. Never can smuggling have been so fully analyzed and what an exciting tale 
it is; through Heligoland, Malta, Trieste, Gotenburg, Archangel, the Channel 
Islands, Emden, Halifax, Bermuda, and Nassau they went and the French too 
made good use of these smogleurs, as they called them, to push manufacturers into 
Britain and draw bullion away. The two volumes are by no means light reading 
and every now and then one may begin to feel, as I did, that surely we do not 
need this minute examination of every small sector of the major industries year 
after year. Yet again and again the complaint has to be swallowed for M. Crouzet 
shows clearly how great were the variations within as well as between industries. 
Indeed, this raises a major issue, for in this heyday of statistical analysis these 
divergencies from trend in all periods tend to be ignored. As just one example, 
a re-reading of the sections in the Gayer, Rostow and Schwartz book covering 
these years, makes one shudder at their superficiality. M. Crouzet makes no use 
of refined statistical techniques and yet has collected together, analyzed and pre- 
sented statistical information with great ability and used it along with tireless 
field work in libraries up and down the length of Britain. Even so, he avoids that 
painful antiquarianism or fact collecting for its own sake that disfigures so much 
British work on the industrial revolution period. He has set high standards and we 
should all do well to give his work the careful study it deserves. 

S. B. Sau, Liverpool University 


Geschichte der R. U. G. Schméle Metallwerke Menden, Kreis Iserlohn 1853 bis 
1953. By Walter Dabritz and Carl Schméle. Munich: Graphische Kunstanstalten 
F. Bruckmann, 1953. Pp. 227. 


The company history is a peculiarly German form of historical writing, and 
there must be few German industrial companies, with a history long enough to 
be worth recording, that have not commissioned such a work. This history of the 
R. und G. Schméle Metallwerke celebrates the hundredth anniversary of the estab- 
lishment of the concern as an independent unit in Menden, Westphalia. One of 
its two authors, Dr. Walther Dabritz, is a veteran writer of company histories, 
whose monumental history of the Bochumerverein was a significant contribution 
to German economic history. The other is a member of the family which has 
controlled the concern since its foundation. 

The year 1853 did not see the real origin of the concern, only its separation from 
a parent-works in Iserlohn. This latter concern had been established at the begin- 
ning of the seventeenth century for drawing wire. Wire-drawing had been a local 
speciality since the later middle ages, when the wire was mainly used for making 
chain armor. The disappearance of the latter brought depression to Iserlohn and 
neighboring towns, from which they were rescued by the growing use of wire 
for combing wool and the manufacture of nails. During the eighteenth century 
the Schméle family took up the working of copper, zinc and bronze, establishing 
for this purpose subsidiary workshops outside the city of Iserlohn. In 1853 the 
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latter broke away from the parent iron-working concern, and established sub- 
sidiary works of its own in the non-ferrous metal industry. 

This history has the merits and blemishes of its type. It is an excellent piece 
of book production; it is illustrated with charming little engravings of nineteenth- 
century Menden and with quaint, nostalgic pictures of the early workers and 
officials. But it is, like most such works, a history of a family concern, more pre- 
occupied with the Schmiles, their relationship to one another and to the industry 
they controlled, than with economic growth. There are no tables to give a picture 
of industrial expansion, and little attempt is made to relate the history of the 
firm to that of cycles of growth in the nineteenth and twentieth centuries. The 
Schméle factories lay on the outer fringe of the Ruhr industrial area, a fact which 
one would not have guessed from reading the book. What, one wanders, were 
its commercial and technical relations with the Ruhr industrial complex. In short, 
this history is too narrowly conceived. 

The authors’ draw on many of the standard sources of the nineteenth century 
and doubtless also on many others that are not so well known. It would greatly 
help scholars in this field if some better documentation could be given. Lastly, a 
map would add immeasurably to the value of the book. 

Norman J. G. Pounns, Indiana University. 


The Price Discrimination Law: a Review of Experience. By Corwin D. Edwards. 
(Publication of the Brookings Institution.) Washington, D. C.: The Brookings 
Institutions, 1959. Pp. xxii, 698. $10.00. 


The title of this book exactly describes its contents. Only one thing need be 
added: the “law” in question is generally known as the Robinson-Patman Act. 

The author has pre-eminent qualifications—as “inside” administrator as well as 
“outside” scholar—for the task he has set himself. He has kept a firm hold on 
his “inside” opinions, with a resultant achievement in objectivity and perhaps 
some loss of excitement. What emerges is the definitive treatment of the Robinson- 
Patman Act and its enforcement, carried down within limits of feasibility to the 
present. 

The care and judiciousness of this study have a price: seven hundred pages, 
which proceed in a nearly straight line from legislative history through Federal 
Trade Commission opinions to Federal court decisions. Discussion of the social 
and economic milieu which produced the Robinson-Patman Act, and of the re- 
ciprocal influence of the Act on its environment, forms no part of the author’s 
intention. For example, the final “Suggestions as to Policy” begin with the ques- 
tion: “Do we need a law of price discrimination, and if so, what is its proper func- 
tion?” (page 636). I would agree with practically all of the analysis in this chapter, 
but I do not recommend it to those who want to find out about the fate of the man 
to whom the Robinson-Patman lifeline was supposedly thrown: the independent 
grocer. 

But even a reader who does not seek legal citation or economic analysis can 
piece together some revealing historical insights: 

1. Section 2 (c) of the Robinson-Patman Act, designed to check large corporate 
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chains by preventing them from receiving brokerage commissions on their own 
purchases, has actually done a great deal of damage—probably more damage—to 
voluntary chains of independent grocers. 

2. Legislation whose great claim to novelty was probably its attempt to control 
price discrimination favoring particular buyers has tended, in practical application, 
to do little about the buying side of the market but a good deal about sellers. Part 
of the reason for this is the basic convention as to the position of the buyer: he is 
not supposed to propose, but only to say “I do.” 

3. Legislation which was at least designed to preserve competitors (if not com- 
petition) has been used, in practice, to interfere with the likes of the rubber stamp 
industry. The Robinson-Patman attempt to check price discrimination harmful 
to any one competitor may have been designed as a net for sharks, but it has 
caught an annoying number of minnows. 

All of which does not prove that daissez faire is best, or that the small business 
man needs no legal protection. But it does indicate that legislation supposedly 
building on the Sherman and Clayton acts is unlikely to be able to save classes of 
competitors who are under severe economic pressure, and that attempts to save 
these competitors, and “competition,” at the same time can produce unexpected 
results along with a great deal of legal and economic confusion. 

James R. Netson, Amherst College 


History of the Royal Dutch. By F. C. Gerretson. Leiden: E. J. Brill, 1953-1957. 
Four volumes, English translation. Pp. Vol. I, 287; Vol. II, 355; Vol. III, 307; 
Vol. IV, 362. 


This author started a race with the continuing history of a large company and 
unfortunately was outdistanced. Executives of The Royal Dutch were the first 
among leaders of modern large corporations, as far as I know, to decide to have 
a canaid, comprehensive history of their company written by an outside scholar. 
In 1921 they chose for the task a well-known poet, teacher, and politician, F. C. 
Gerretson, Professor of Colonial History at the University of Utrecht. As a 
young man he had served as secretary to the then managing director of the 
Royal Dutch-Shell group of oil companies. Gerretson went to work with zeal, 
utilizing such time as he could spare from his many other duties. In 1932 the 
first volume of the history appeared, four years later the second. By 1941 the 
third was published in two such large parts in Dutch that it is presented as 
two separate volumes in the English translation. In the four volumes, the author 
had covered the twenty-four years in Royal Dutch history from 1890 to 1914. 
When he died in October 1958, more years had elapsed since he started the 
project than he had encompassed in his published history. He had planned 
two more volumes for the years 1914-1929 and was writing the one covering 
the period to 1923 when death interrupted. This incomplete manuscript Mr. 
Gerretson’s collaborator on technological problems, Mr. R. J. Forbes, thinks may 
possibly be published in the form of a series of essays. 

In some respects the book reflects the dangers inherent in the unlimited space 
the author had at his disposal. Instead of giving brief versions of factors con- 
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sidered by Royal Dutch executives in making their decisions, he occasionally 
interrupts his narrative to give a full account of the historical background of 
situations faced by them. For example, when it became necessary to show that 
the company had to operate within the framework of Dutch colonial mining 
laws, Mr. Gerretson devoted several chapters to a discussion of their evolution 
and implications. Such tangential forays add much to the reader’s understanding 
of the situation faced but sometimes leave him wishing the author had reached 
the main issue more quickly. 

Try as hard as he could to be objective, Mr. Gerretspn also occasionally mani- 
fested some nationalistic bias. In his interpretation of the Standard Oil attempt 
to enter the Netherlands East Indies between 1895 and 1911, his sympathies 
were obviously with the Dutch colonial minister, who was distinctly favorable 
to maintaining the leading position of The Royal. To be fair to Mr. Gerretson, 
however, it must be admitted that he had to depend on the portrait of Standard 
Oil created by such critics of that combination as Henry Demarest Lloyd and 
Ida M. Tarbell. Without doing extensive research himself in American records, 
the Dutch author had no alternative but to accept published data, which was, 
of course, always an effective weapon of Standard Oil’s opponents not only in 
the East Indies, Burma, and India but all over the world. It must also be ad- 
mitted, however, that Mr. Gerretson did not use some of the easily available 
published material that would have modified the popular Standard Oil picture. 

Such limitations as have been indicated should merely be taken as proof of the 
fallibility of the author and some of his data, not as a measure of the importance 
of his literary creation. The bulk of Mr. Gerretson’s facts come from company 
records, and, without doubt, he has written one of the most significant books 
dealing with the history of the international petroleum industry from 1890 to 
1914. He narrates rather than analyzes, but readers interested in policies and 
practices have plenty of data, not only on the decisions made but on the reasons 
for making them; they can reconstruct the process of administering the congeries 
of enterprises that had become The Royal Dutch-Shell group by 1907. Mr. 
Gerretson illuminates every phase of petroleum history—exploration and find- 
ing, manufacturing and technological change, transportation and marketing, 
competitive practices and relations with states—in every country touched by the 
group, whether as producer, refiner, or marketer. The illustrations—portraits, 
charts, maps, and the like—are excellent, the index eminently usable. 

In the course of Mr. Gerretson’s narrative, two great executives emerge as 
outstanding—J. B. A. Kessler and Henri W. A. Deterding. Kessler’s creative 
‘entrepreneurship, perseverance, and faith in his mission carried the struggling 
Sumatran enterprise through the rigorous 1890's. Deterding, taking a world view 
and deciding to challenge the dominance of Standard Oil in the markets of the 
world, within a few years molded the combination known ever since as The 
Royal Dutch-Shell group. For many years the core of international rivalry in 
the petroleum industry was the competition between the two great petroleum 
enterprises. For the years up to the eve of World War I, Mr. Gerretson has 
presented that competition in such a way as to make scholars feel deeply in- 
debted to him and to those men who left him free to do his research and to 
interpret his findings. 





Rate W. Hiny, Harvard University 
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Nicholas Biddle: Nationalist and Public Banker 1780-1844. By Thomas Payne 
Govan. Chicago: The University of Chicago Press, 1959. Pp. xii, 429. $7.50. 


Banking history, particularly that of the Second United States Bank, has come 
in for thoughtful reconsideration by such distinguished scholars as Fritz Red- 
lich, Walter B. Smith, and Bray Hammond. Their work has forced the abandon- 
ment of long cherished notions concerning the functions the Bank performed 
and the character of the opposition to the Bank. Employing late nineteenth and 
twentieth century banking theory they have made much of the notion that the 
Bank acted as a central bank controlling and regulating circulating currency 
and to some extent other banking policy of the time. They attribute to Biddle 
understanding of the functions of a central bank and find Jackson and his 
party colleagues who joined with him in the fight against the Bank quite ignor- 
ant of banking functions and theory. Naive as he may have been in the finer 
theories of banking it is possible that Jackson was nearer right than his oppo- 
nents for he seemed in his groping fashion to come close to favoring a bank 
owned, controlled, and operated by the government for the general good rather 
than one designed for private profit. 

Thomas Payne Govan joins the ranks of those who uphold Biddle against 
Jackson. He makes much of the central bank notion which becomes almost the 
theme of his account and of Biddle’s sterling qualities as a banker, easily con- 
cludes that Benton and other opponents were demagogues (some were and not 
the least was the “Old Thunderer”) and that some sought to make financial 
profit for themselves from their stand. The only positive proof of short selling 
of Bank stock that is offered, however, is by subsidized supporters of the Bank. 

That Biddle was a profound student of banking, literature, and history can- 
not be doubted. He had a ready pen, a tendency for controversy which led him 
to produce a number of polemical treatises on the bank, and he left letters filled 
with rationalizations of his actions involving bribing members of the Pennsyl- 
vania legislature, defending the use of bank funds, in politics, or attempting to 
aid an ungenerous and unregenerate government in very trying times. These letters 
must be very persuasive for, as Mr. Govan says, they have turned him from a 
“Jeffersonian individualist with leanings toward socialism” to an ardent apologist 
for every step taken by Biddle to secure a recharter and maintain the credit both 
of the Bank and of the United States. To say that the author has produced an 
“apologia, a defense” of Biddle is not to minimize the significance of the study, 
for it is a highly important book which every student of banking history must 
use. 

Govan generally agrees with Hammond’s findings concerning the position of 
the Bank and the elements who were opposed to it through 1832 but where 
Hammond is critical of some of Biddle’s actions thereafter Govan offers expla- 
nations for Biddle’s continued management of the Bank that show the author’s 
penetrating mind, his mastery of the detail of intricate banking and exchange 
matters, and a remarkable ability to present them in their best possible light. 
Here is the chief value of the work which stamps it as highly significant. 

Jackson’s admirers among present day historians will not be entirely happy 
with the work of Redlich, Hammond, and Govan. They will contend that 
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there was grave danger in the existence of an institution which exercised so vast 
powers quite unchecked by government control. Some may hold that Jackson 
was not entirely wrong in maintaining that there was no concert of opinion, 
that the Supreme Court was the final arbiter of constitutional issues, and that 
Marshall had not given proper consideration to all aspects of the constitutionality 
of the bank as of 1819. They will affirm that Jackson’s veto message was not 
altogether “demagogic and full of sham” as Hammond says or that it “defies 
critical, historical or constitutional analysis,” as Govan maintains. They will be 
conversant with the prevailing ideas of state sovereignty that were by no means 
dispelled in 1832 and which held that the Federal government could not create 
within states institutions that were quite beyond their jurisdiction. These his- 
torians will be more shocked than appeased by the defense of bribery, of loans 
to newspapers and to politicians, whether Democratic or Whig. A Jacksonian 
defense is now called for but to be effective it must give the most careful con- 
sideration to the work of Thomas Payne Govan. 

Paut W. Gates, Cornell University 





The Economic Development of Communist China, 1949-1958. By T. J. Hughes 
and D. E. Luard. London, New York, Toronto: Oxford University Press, 


1959. Pp. viii, 223. $3.60. 


This is a good investment for the price, but this reader at least would gladly 
double the ante for a product that made an independent attempt to appraise and 
analyze the official claims issuing from Peking. Hughes and Luard do not, of 
course, accept these data uncritically. On the contrary they do about as much as’ 
can be done by pointing out that the way in which the official statistics are pre- 
sented tends to give an exaggerated picture of China’s economic achievements. 
What they do not do is to attempt to construct independently, from raw data 
and by internal checks of consistency, the global figures claimed by the Chinese 
Communists. To some extent this is the method of Li Choh-ming’s excellent 
Economic Development of Communist China (Berkeley 1959), which was pub- 
lished too late to be listed in the brief bibliography of the present volume. In 
fact much of the ground covered by Hughes and Luard has already been sur- 
veyed by Li, for the period through 1957, and more thoroughly and analytically. 

With all allowances for overstatement in the official statistics, it is increasingly 
manifest that the economy of China has both undergone a sweeping transforma- 
tion and has developed (increased its per capita output impressively in many 
sectors) in the past decade. While the absolute value of some of the quantitative 
data is therefore open to question (the book went to press, for example, before 
the revelation in August 1959 that the preliminary output figures for 1958 had 
been considerably overstated), Hughes and Luard offer the non-specialist a 
handy factual guide to the institutional changes of the last decade and to the 
relative direction in which economic magnitudes have changed. The first two 
sections of the book are largely a chronological treatment of the period of 
economic rehabilitation following the establishment of the People’s Republic in 
1949, of the first Five-Year Plan of 1953-57, and of the “Great Leap Forward” 
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which followed it. The emphasis is on Chinese efforts to industrialize. These are 
followed by excellent summaries of the treatment of private enterprise (which 
differed somewhat from the Soviet model), the new economic geography of the 
country, the organization of labor, and foreign trade. The fourth section, on the 
development of agriculture, is the best done: a compact survey of “what is per- 
haps the most sweeping and far-reaching measure of social transformation the 
world has seen, in which the way of living of about a fifth of the earth’s popu- 
lation has been radically changed” (p. 159). 

Hughes and Luard conclude that three critical requirements of the People’s 
Republic of China, if it is to continue the rapid expension of its economy, are 
the successful limitation of population growth, the acquisition and development 
of the most modern industrial techniques, and the holding in check of consumer 
demands in order to permit the building up of capital resources. The last of 
these three sine qua non seems at the present to be well within the ability of the 
Communist political apparatus. On the second, much energy and capital is be- 
ing expended. The first remains, for the moment at least, Mao’s Achilles heel. 

ALBERT FeverwerKer, Harvard University 


Sephardim an der unteren Elbe. lhre wirtschaftliche und politische Bedeutung 
vom Ende des 16. bis zum Beginn des 18. Jahrhunderts. By Hermann Kellen- 
benz. (Vierteljahrschrift fiir Sozialund Wirtschaftsgeschichte, Beiheft 40.) 
Wiesbaden: Franz Steiner Verlag, 1958. Pp. xii, 606. DM 44.00. 


A stupendous amount of labor, over a period of almost twenty years, has 
gone into the writing of this fascinating story which focuses on the ramified 
economic, social, and political role of the “Portuguese” in Hamburg and its 
hinterland. For his purpose, seemingly narrow yet full of international vistas, 
the author has plowed through the pertinent printed sources and the huge sec- 
ondary literature. His indefatigable zeal has also led him to uncover and to 
piece together a rich body of hitherto unknown material, extracted from the 
archives of Austria, Belgium, Denmark, England, France, Germany, Holland, 
Italy, Norway, Portugal, Spain, and Sweden. This is research in the grand old 
manner which is getting out of fashion nowadays, paid assistants, IBM machines, 
and foundation grants notwithstanding. It is, above all, this methodical digging 
up of new evidence, approached with broad ‘historical perspective and a deft 
touch, that makes the present volume a distinguished contribution to the history 
of the Sephardic Jews and of Hamburg’s rise to commercial and financial emi- 
nence as well as providing a better understanding of phases of general economic 
and social history, particularly in the seventeenth century. 

The “Portuguese,” as Kellenbenz calls them, appeared as immigrants in the 
lower Elbe region from the late sixteenth century onwards. They belonged to 
the stream of uprooted, alert and restless Iberian Jews and baptized “non-Jewish 
Jews” who poured into the leading seaports of the European world in the course 
of the sixteenth and seventeenth centuries, in search of greater religious se- 
curity and in dynamic response to the shifts in material chances. Many of 
these people were well-educated merchants, some of whom were university 
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graduates. Others, aside from holding academic degrees, were renowned pro- 
fessional men and scholars. Others were craftsmen and “small people.” A few 
were pedigree-conscious scions of noble families. But whatever their social back- 
ground, occupation and, often, impressive level of cosmopolitan culture, among 
all of them were numerous neo- and pseudo-Christians. Inside Europe, Ham- 
burg became one of the most important settlements and stepping stones for 
the “Portuguese” who, as indicated, defy neat classifications. A second wave of 
these enterprising newcomers, made up mainly of wealthy families and social 
notables with international connections, reached Hamburg during the Thirty 
Years’ War. At this time, this Lutheran city, opening its gates to diverse groups 
of aliens, was on its way to becoming one of the biggest European money 
markets by linking northwestern Germany, the whole Scandinavian North, 
and the Baltic East to international finance, trade, and politics. Kellenbenz de- 
scribes, with a wealth of colorful detail, the process of “Portuguese” settlement 
in the North. He also clarifies the formation and transformation of the Sephardic 
community in Hamburg, the legal and social status of its members, its relation- 
ships to the local powers, and its internal life. It was not a harmonious and 
stable community, for it was disrupted from within by economic inequalities 
and animosities, religious factionalism, and informers, spies, and renegades, at- 
tracted and repelled by Judaism, Catholicism, and Lutheranism. 

The core of the book gives a painstaking account of the economic activities 
and accomplishments of the “Portuguese.” After modest beginnings, they grew 
increasingly important as overseas dealers in commodities, as wholesale im- 
porters of spices, sugar, and other colonial products and as exporters of grain, 
timber, textiles, metals, and war supplies. Far-flung markets were involved: 
the Iberian peninsula, the Mediterranean including northern Africa, America, 
and Asia as well as the Baltic, Scandinavia, northwestern Germany, the Nether- 
lands, Flanders, and France. Because of their advanced skills and their inter- 
national experiences and ties, the “Portuguese” entrepreneurs made a substantial 
contribution to the modernization of commercial techniques in the whole Ham- 
burg area. Near the middle of the seventeenth century, however, they began 
to contract as buyers and sellers of commodities (except jewelry) and to ex- 
pand as dealers in money and bullion. Their activities were not confined to 
marine insurance and the handling of bills of exchange and promissory notes. 
They also became prominent in the transfer and discounting of Spanish, French, 
and Dutch government subsidies to northern satellite states. They vastly gained 
in importance as money lenders to kings, princes, and nobles and also as mint 
masters, coin clippers, and currency speculators. Here they worked hand in 
hand with high-ranking government officials who, as compared to their “Portu- 
guese” business associates, sometimes also their personal friends, usually were 
in a stronger position “to make their pile” in this age of thoroughly commer- 
cialized and patrimonialized state service. The Sephardim played but a minor 
part in the handicrafts and in the organization and control of industrial pro- 
duction. Significantly, however, some of the rich “Portuguese” developed into 
big landowners, partly to distribute risks, partly because they were forced by 
their princely debtors to buy crown lands far above the market price. 

This fine book, essentially a narrative, is a gold mine of information also 
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with regard to the occupational mobility and professional diversity of the “Portu- 
guese.” Some remained or became physicians and scholars. Others made a place 
for themselves in official society as princely employees functioning, full- or part- 
time, as intelligence agents, diplomats, and political liaison officers. Manuel 
Teixeira, the wealthiest of all, who lived in great style and entertained royalty 
in his sumptuous home, was not only a big creditor of the Kings of Denmark 
and the Dukes of Holstein-Gottorf and the banker of Queen Christina, he also 
was the diplomatic representative of the Swedish government in Hamburg. 
Others were foreign service officers of the Spanish, Portuguese, Danish, and 
Polish governments. Unique was the case of the Hamburg broker Juan d’ Acosta 
who acquired quite a reputation as a court jester and intriguing personality in 
the entourage of Peter the Great. Except for the Hinrichsen and Mussaphia, 
the Sephardim were too proud and too independent to seek appointments as 
“court Jews” (“Hoffaktoren”), a title and function then eagerly sought by the 
most ambitious among the German Jews. For a long time, an enormous cultural 
gulf separated the refined, clannish Sephardic families from the German, let 
alone the eastern, Jews (Ashkenazism). 

The chief weakness of this erudite, sensitive, and judicious study is that the 
author is not always in control of his material. Now and then it is even im- 
possible to distinguish between the forest and the trees. But whenever Kellen- 
benz rises to the occasion, he comes forward with perceptive points, analytical 
acumen, and interpretive gusto. His imaginative summary at the end makes up 
for some of the opportunities lost previously. His conclusions are firm, pene- 
trating, and moving. 





Hans Rosenserc, University of California, Berkeley 


Von der Weltwirtschaftskrise zur Staatskonjunktur. By Gerhard Kroll. Berlin: 
Duncker and Humblot, 1958. Pp. 743, DM 56.80. 


A comprehensive economic and historical analysis of the Great Depression of 
1929-1932 has been badly wanted in the German literature. Though that de- 
pression had left not only a deep mark on Germany’s economic history, involv- 
ing changes of economic and social structure like in most western countries, 
but had as well exerted a very strong influence on her political development in 
favor of a dictatorship, German economists and historians have not devoted 
themselves as much to the study of that phenomenon as their colleagues in the 
United States and in Great Britain. So, for the economic parts of his studies, 
the political historian of the period has still to draw on arguments and statistics 
which had been published during or immediately after the Depression. The 
voluminous book, the Dissolution of the Weimar Republic, 1957, by K. D. 
Bracher, now professor of political science at the University of Bonn, may serve 
as an instance. 

Mr. Kroll’s book promises to set an end to that unsatisfactory situation. He 
presents a history of this crisis, especially in Germany but also in the main 
western countries, which is based on a critical analysis of the economic theories 
of business cycles in general and on the depression of 1929 in particular. To spill 
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the beans at once: the historical parts surpass by far the theoretical ones. They 
give a clear picture of the main economic facts and international comparisons, 
particularly between the development in Germany and in the United States. 
Out of the mass of statistical material Mr. Kroll chose those apt to illustrate 
the critical points of economic development. Being an economist he is able to 
explain them logically. But the historian somehow misses factors which are not, 
strictly speaking, economic, as for instance: social and political structures, pres- 
sure groups, interrelations between economic and general (particularly foreign) 
policies. Unless, for example, such an appraisal of the general politics of Briin- 
ing is used as background, the German chancellor of the crises cannot be judged 
adequately. But as a monographic history of the economic development of the 
1927-1935 period Mr. Kroll’s book is the best survey we now possess in the 
German language. 

The theoretical parts of the book that supply the foundation for the historical 
analysis invite severer criticism. Here, Mr. Kroll turns highly polemical. He 
denounces nearly all economic theories in existence. According to him, neither 
the liberal, nor the mathematical, nor the socialist, nor schools like neo-liberalism, 
nor even Keynes, have ever been able to explain the nature of the economic 
process since their idea of man was wrong: they denied his free will and they 
all believed in mechanistic models of the economic process. But man being free 
to choose between right and wrong, to act according to economic principles or 
to conform to other value systems, an economic order is needed that is set up by 
the state and changed by the state, as necessity arises. To deny this need, he says, 
has been the error of the economists, particularly of the liberal ones. This criti- 
cism is neither very profound, nor original. The same applies to the theoretical 
explanation given by Mr. Kroll as to the causes of the crisis itself. For him, 
the prime mover had been the latent, current disproportion between the de- 
mand (based on effective payments on costs) and the value of the supply 
(represented in the current stream of commodities). This gap is ordinarily 
compensated by credits from the banking system. If in a crisis neither the banks 
nor entrepreneurs are willing to credit new investments or to invest, it 1s up to 
the government to do it to an adequate extent, if full employment is to be 
assured. 

Had the author confined himself to an analytic description of the crisis itself, 
he would have saved nearly half of the printed paper and given us a highly 
enlightening history of the depression, particularly of its German aspect. 

Wo trraM Fiscuer, University of Miinster 





History of the Second World War (United Kingdom Civil Series). Edited by 
Sir Keith Hancock. The Economic Blockade: Volume 11. By W. N. Medlicott. 
Pp. xvi, 727. $9.29 postpaid. (London: H. M. Stationary Office and Long- 
mans, Green and Company, 1959; distrib. by British Information Services, 
New York.) 


The present concern with massive nuclear weapons and other forms of con- 
ventional and unconventional armament must not obscure the importance that 
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economic warfare and diplomacy possess in the current “cold war” or that they 
had in the last major “hot war.” The second and concluding volume of Mr. 
Medlicott’s history of the British (and American) blockade of the Axis powers 
in the Second World War is a triumph of herculean research in primary sources, 
lucid presentation, and independent analysis of controversial issues. Specialists in 





economic, diplomatic, and military history will find much that illuminates 
these diverse areas. I hope that the general public will not be deterred by the 
massive size of this volume from reading the brilliant general surveys introduc- 
ing “Part I: The American Impact, July 1941-November 1942” and “Part ‘II: 
The Final Attack: December 1942-June 1945,” or the masterly concluding 
chapter “Assessment and Perspective.” These alone are worth the price of the 
book; he who reads the other chapters will gain a consumer’s surplus. 

As a war-time member of the Board of Economic Warfare, F. E. A., and 
State Department, I could be tempted to take up in detail the complex problems 
involved in dealing with the neutrals: Latin America, Sweden, Switzerland, 
Turkey, Greece, Spain, Portugal, and Soviet Russia during September 1939- 
June 1941; the techniques of preclusive buying; the machinery of the blockade: 
the navicert system, passenger and crew control, smuggling, German-Japanese 
blockade running; the study of enemy intelligence; the relation of the economic 
blockade to strategic bombing and to the eventual use of military force in the 
invasion of Axis Europe and Asia. But the author is so painstakingly fair in 
presenting all sides of every issue that it seems wisest to concentrate on a 
critical appraisal of the net balance of gains vs. losses brought into being by 
the large Anglo-American investment of manpower, money, and equipment in 
economic warfare. In my judgment, and the author's, the British Ministry of 
Economic Warfare, with the aid of its American associates, had five notable 
achievements: 1) the drastic curtailment of German imports from non-European 
sources, reduced after November 1942 to the small contributions of the blockade 
runners; 2) the creation of an encirclement neurosis that affected German politi- 
cal and military strategy; 3) the direct impairment of the Axis armament effort 
through the creation of raw material shortages; 4) the indirect hampering of the 
Axis war economy by the imposition of additional strains on transportation and 
manpower; and 5) the stiffening of neutral resistance to Axis pressure by eco- 
nomic aid, by continuous exhibition of Allied determination, and by threats of 
retaliation, immediate or delayed. Other direct contributions to the Allied war 
economy by the Anglo-American economic warfare agencies include the careful 
allocation of scarce materials, the obtaining of strategic raw materials from 
European neutral sources that otherwise might have gone completely to Ger- 
many, and even the analysis of German and Japanese war measures. (The 
British clothes-rationing system was based in part on information given to the 
Board of Trade by the Intelligence Branch of the M.E.W.) 

Valuable as this study is as a revelation of an important phase of the Second 
World War, it is equally useful for the light it throws on the contemporary 
world situation. Mr. Medlicott displays an admirable sense of realism when he 
points out (p. 661) that the great interest in the economic blockade has been 
due to the peculiar circumstances of Germany as an aggressor power, strong 
enough to maintain its war economy for a long period without substantial 
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overseas reinforcement, but sufficiently dependent on foreign supply-sources to 
be vulnerable to slow economic strangulation by her opponents. But this strategic 
situation does not apply to such strong and relatively self-sufficient landpowers 
as the United States and Soviet Russia. The lessons of economic history need to 
be supplemented by the theory of games and allied disciplines if the past is to be 
an aid to mastering the novel problems of the present and the future. 

Stoney Ratner, Rutgers University 





The Role of Science and Industry. By P. D. Mellor. Canberra: Australian War 
Memorial, 1958. Pp. xi, 738. 30/-. 


The fall of Singapore at the beginning of 1942 brought home to the Australian 
people with dramatic force a realization that they stood almost alone in defense 
of the Dutch East Indies, New Guinea and, most importantly, their own 
island continent. The Australian’s willingness and eagerness to fight, especially 
in defence of his homeland, was never in doubt. The major question that arose, 
as the threat to Australia’s north grew, was whether such a small and relatively 
inexperienced nation could ever muster the necessary industrial power to fight 
successfully. 

Yet the Australian position in 1942 was not without strength. The nation 
was now awakened as Britain had been after Dunkirk. The country possessed 
a sound and efficient iron and steel industry. Important steps had been taken 
during the past decade, and especially since the outbreak of World War II, to 
develop the munitions, chemical, food, clothing, and many other manufacturing 
industries. The question, however, was not whether Australia was strong but 
whether she was strong enough to repel the Japanese, a task calling for vast 
quantities of the most complex modern weapons and equipment. To produce 
these items in the numbers required was the problem facing an increasingly 
beleaguered Australia. It was a problem that could only be solved satisfactorily 
if Australian science and industry proved capable of an effort, in sum and in 
kind, far beyond anything Australia could have achieved in 1939. 

It is Mr. Mellor’s important task in this volume of the Australian War 
Histories to tell us how Australian science and industry responded to this 
challenge. Of necessity, he has had to select from many branches of science and 
industry and has naturally given pride of place to the developments that took 
place in the munition industries. Yet this volume deals with much more 
than the technological problems met with in the rapid development of the 
Australian armament industry. In addition to an exhaustive treatment of the 
difficulties involved in the development of machine tools and precision instru- 
ments for armaments, there is an account of changes in meteorology, communi- 
cations, radar, vitamins, drugs and other fine chemicals used in tropical jungle 
warfare, and many other tropics. Particularly valuable to the historian are the 
first two chapters which are devoted to a discussion of the historical antecedents 
of war-time changes and in which the author demonstrates both his historical 
and literary qualities. 

Undoubtedly, the importance of this book lies in the contribution it makes to 
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Australian technological history, an almost unworked field. Where some readers 
may be disappointed in this study is in the author’s disinclination to relate the 
changes he is describing, especially when he is dealing with widespread industrial 
change, to the general process of Australian economic growth. In concentrating 
his attention on one or other of the many facets of what he calls, with justifiable 
pride, the Australian “success story,” he has had, perhaps of necessity, to neglect 
the more general changes which are of great importance to the economist and 
economic historian. Also, when Mr. Mellor passes from the particular to the 
general he is apt to be a little misleading. It is true, to take one example, the 
total employment in manufacturing industry throughout the war years increased 
at a rapid rate. But we are not told that this increase was really very little 
more than the rate of increase for several years before and after the war. The 
impression is given that Australia’s war effort caused an enormous increase in 
industrial employment over and above the increase that preceded and followed 
the war, whereas the extraordinary thing about industrial employment during 
the war was not so much the increase in numbers as the ability of the Australians 
to re-direct their efforts from less to more important branches of industry and 
manufacture. Nor does one get from this work any clear idea whether Australia 
met her problems largely by the extension of existing techniques—that is the 
adaptation of old techniques without improving them—or the discovery and 
practice of new techniques. 

But these points must not be exaggerated. This is an excellent treatment of a 
very important subjett. If Mr. Mellor sometimes give the impression that the 
changes taking place in science and industry during the war were really more 
successful and dramatic than they really were, especially when compared with 
earlier and later movements, one can sympathise with his point of view. 
Australian science, which in 1939 was making only the slightest contribution to 
general developments, can today point to several significant international con- 
tributions. Australian industry, which before the war was unable to make a 
single item of heavy armament, to say nothing of a wide range of highly com- 
plicated manufactures, ended the war able to undertake the most exacting 
industrial tasks. There can be no doubt that an essential factor in the develop- 
ment of the automobile industry in the post-war period was the wartime 
development of the engineering industry. Significantly enough, the change in 
outlook and skills was not confined to science and industry but affected the 
machinery of government as well. The war, as wars have a habit of doing, 
forced upon the Federal government the necessity of thinking in terms of the 
economy as a whole. While it is impossible to say what the long-run implications 
of all of these changes will be, it is fairly evident that war-time developments 
have greatly influenced the post-war Australian scene. Today Australia is one 
of the most highly industrialised centers of the world, employing a greater 
proportion of working population in manufacturing industry than the United 
States. How Australia arrived at this extraordinary position is a long story of 
which Mr. Mellor’s work on the role of science and industry in the War of 
1939-1945 is a most significant chapter. 

WittiaM Wooprurr, The University of Melbourne 
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Internation Financial Transactions and Business Cycles. By Oskar Morgenstern. 
Princeton: The National Bureau of Economic Research, Princeton University 
Press, 1958. Pp. xxvi, 583, 72 charts and 141 tables. $12.00. 


There can be no question of dealing in detail with this gigantic, difficult, and 
complex study in an ordinary review in this journal. This book represents a 
vast undertaking. Mr. Morgenstern studies certain adjustment mechanisms 
(primarily interest and exchange arbitrage) under the gold standard from 1870 
to 1914, and in the unsettled period 1925-1938 during “cyclical” fluctuations, 
as is indicated by the title. He is mainly trying to show how business cycles 
are transmitted internationally by financial transactions. The analysis is primarily 
quantitative. His results are, for the most part, provocative, to say the least, 
and, it is hoped by this reviewer, will ultimately play a central role in a critical 
re-examination of our beliefs about the working of the pre-1914 gold standard, 
the interwar systems, and monetary and international trade theory in general. 
There exists no other work on the subject on the scale, and utilizing statistical 
analysis to the extent, of Mr. Morgenstern’s book. No scholar worthy of the 
name, who is interested in the pre-1945 systems of international clearings, can 
avoid laboring in Mr. Morgenstern’s massive vineyard. One cannot avoid stepping 
back slightly breathless in the face of this imposing edifice, which represents, 
I am told, nearly fifteen years of work. 

Having said this, I must also say that this reviewer objects to a great part of 
this book, its theoretical underpinnings, its selection of the facts and uses of 
them, and the analysis employed. For example, Mr. Morgenstern does not include 
any study of the development of the balances of payments of the countries 
involved (mainly the United States, the United Kingdom, France and Germany) 
for the period 1870-1914. But what else determines the nature of, and the need 
for, monetary adjustments of this kind under the gold standard? The same applies 
to the many interwar systems, in varying degree depending upon the amount 
of “management” of currencies. Interest and exchange arbitrage are consequences 
of the transmission of “cycles,” not causes of the cycles. For every real transaction 
in international trade there is at least one monetary transaction, unless barter 
is the method of trade. Yet the marginal adjustment procedures of interest 
and exchange arbitrage are the only “financial” transactions treated, except 
for a final, cursory chapter on longer-term lending and investment trans- 
actions. Mr. Morgenstern anticipates this objection by pointing out the unreli- 
ability of official trade data (as he earlier did regarding gold statistics). But 
what of the monthly averages of newspaper and periodical statements of 
exchange and interest rates which form the main substance of his empirical 
evidence? Are they more reliable? Do we know that transactions actually 
occurred at those rates? More questionable than this, in my opinion, is his 
extensive analysis of the gold points. That he should gratuitously ennoble his 
gold-point estimators (which include the Economist's “standards” for the gold 
points, exchange rates which are frequently reported as being exceeded by the 
Economist itself) by referring to exchange rates beyond their estimates as 
“violations” of the gold points strikes this reviewer as a bit odd. Whose gold 
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points? Moreover, Mr. Morgenstern’s running critique of economic “theory” 
whenever his findings are at variance with naive hypotheses about the working 
of the gold standard, is a steady attack against windmills which do not resemble 
giants to me. Finally, except for a few introductory statements, one searches the 
pages of this work in vain for systematic recognition of the role which might 
be played by simple international income effects in the spread of business cycles 
internationally, and which might effectively help to explain the phenomena 
under investigation. 

These are very general criticisms. Specific ones could be made at considerable 
length; these would be bound to crop up in any work of this scope. But unless 
I am sadly mistaken, the really important difficulties in this work are of the 
general sort indicated above. On the other hand, there are a great many new 
things in this book, once you accept the frame of references; for example, 
Chapter VII on “Measures of Stress Between International Money Markets.” 
In point of fact, for originality in research and conclusions on the pre-1939 
financial systems one probably cannot beat this book in the existing literature. 
My criticisms are not meant to deter any potential readers of Mr. Morgenstern’s 
book. These criticisms are most respectfully and humbly submitted, since the 
job of reviewing the book for this journal has fallen to me. I urge interested 
scholars to buy and read this book. If just half of Mr. Morgenstern’s specific 
criticisms of the literature on this subject are disputed on the basis of new 
empirical work, or if issue is taken extensively with a significant fraction of his 
analysis of his own evidence, our understanding of the subject will be wonder- 
fully enriched. As it is, such criticisms as mine not withstanding, Mr. Morgen- 
stern’s work stands alone in this area of economic research. No one else has 





done it. And if every one of his results were to be definitely refuted, we would 
still be eternally in his debt for operating upon a dying subject and making it 
live again. 


J. R. T. Hucues, Purdue University 


Religion und Wirtschaft. Geistesgeschichtliche Hintergriinde unserer europii- 
schen Lebensform. By Alfred Miiller-Armack. Stuttgart: W. Kohlhammer- 
Verlag, 1959. Pp. xv, 605. 


The author, professor of economics and sociology at the University of Cologne 
and Secretary of State in the Ministry of Economics of the Federal Republic of 
Germany, is one of the outstanding figures in German social sciences. He is one 
of the fathers of the “Soziale Marktwirtschaft’ that has become the characteristic 
feature of West German’s economic policy since World War II and that term 
itself has admittedly been coined by him. In his ministry he directs particularly 
the policy for European integration. As a sociologist Miiller-Armack stands in 
the tradition of Max Weber, especially his sociology of religion. But unlike Max 
Weber, who strictly confined himself to the explanation of empiric phenomena, 
Miiller-Armack tends to expand the sociology of religion into a universal philos- 
ophy of history. The task he sets that branch of sociology is to bring the two 
extreme ends of all history—religion and economy—together. If it is possible to 
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explain both out of the same roots the essence of an age is found. The term 
Miiller-Armack uses for that common background of all phenomena is “style.” 
The “style” expresses the spirit of an age which creates things as different as 
confessions, arts, military strategy, administrative institutions, and business 
behavior. Contrary to all materialistic explanations of history and at a pointed 
distance from the neutral position of Max Weber, Miiller-Armack is convinced 
that history is formed by spiritual and intellectual forces. This conviction he 
holds to be the result neither of speculative thinking nor religious experiences, 
but of empirical research in history. Like Max Weber, he has studied wide 
areas of human history, especially of the European world since the Reformation. 
The characteristic differences in the economic behavior of the Christian denom- 
inations which Max Weber had revealed are still the point of departure for 
Miiller-Armack’s position. He includes the Christian orthodoxy of the European 
east and particularly the great process of secularization since the eighteenth 
century. This secularization gives him the explanation for the “style” of the 
nineteenth century, “the century without God,” as he entitled one of his studies. 
It is also the basis of all materialistic and positivistic philosophies of history, 
even those of Max Weber and his contemporaries. The overthrow of this rela- 
tivistic attitude and the (re)discovery of religious phenomena as original effective 
forces in each age seem to Miiller-Armack the achievements of our time. 

In the book under review Miiller-Armack has collected all his studies of this 
kind published between 1930 and 1952, as well as some unpublished ones. The 
most famous of them is “Die Genealogie der Wirtschaftsstile,” first published 
in 1940, with a third edition in 1944. It may still be regarded as one of the most 
remarkable contributions toward an integral interpretation of modern history. 
“Zur Religionssoziologie des européischen Ostens” and “Das Jahrhundert ohne 
Gott” apply the same principles to more special cases. Europe as a whole is viewed 
in “Wachstumsringe unserer Kulturform” and the final essay, “Die Einheit 
Europas—geistes—und wirtschaftsgeschichtlich gesehen.” The last one reflects the 
author’s growing engagement in the political and intellectual problems of the 
unification of Europe. The same conviction of a common responsibility of all 
European traditions prevails in the study called “Soziale Irenik,” which tries to 
compare and to unite the social ideas of catholicism, protestantism, liberalism, and 
socialism. Two essays—“Zur Metaphysik der Kulturstile” and “Uber die Macht 
des Glaubens in der Geschichte” —are concerned with the religious foundations of 
all history and point toward further studies the author intends to carry out after 
retirement from his political and administrative tasks. 

Only two of the contributions have not been published hitherto: the introduc- 
tion giving a resumé of present-day sociology of religion as Miiller-Armack sees it 
(“Die Bedeutung der Religions-soziologie in der Gegenwart’) and an investigation 
into the “Geistesgeschichte der Kolonialpline under der Kolonialexpansion des 
deutschen Barock,” which attempts to explain the failure of the colonial policies 
of central European princes of the seventeenth century not so much by their 
political tradition and geographic situation on the continent, as is usually done, 
but rather by the sociological and religious structure of their territories. 

Altogether, the book represents the life work of a distinguished scholar uphold- 
ing a tradition once significant for the German social sciences. Today he seems 
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to be without many successors, since economics, sociology, and history in Western 
Germany as in the western world in general tend to break up into specialized 
branches. So the universal point of view still held by Miiller-Armack might meet 
much criticism in regard either to details or to his philosophical maxims. But 
it is an imposing example of an intellectual conception in our time. 

Wo trraM Fiscuer, University of Minster 


Merger Movements in American Industry, 1895-1956. By Ralph L. Nelson. Prince- 
ton: Princeton University Press, 1959. Pp. xxi, 177. $5.00. 


For students of American economic development this book is indispensable. 
Begun as a doctoral dissertation under George J. Stigler and finished at the 
National Bureau of Economic Research, it contributes significantly to our knowl- 
edge of merger movements in manufacturing and mining and the short-run 
forces with which they have been associated. Professor Nelson’s main empirical 
contribution is a comprehensive and detailed merger series for the period of 1895- 
1920. He immensely refines earlier lists covering the great turn-of-the-century 
wave and supplies us for the first time with information concerning the years 
between 1904 and 1919. The refined list describes a merger wave some 20 per cent 
larger than the highest previous estimate. From the new information on the 
years 1904-1919 Nelson concludes that the later merger movement between 1926- 
1930 Was not a creature of the “roaring twenties” but a longer-run phenomenon 
originating as early as 1916-1917. 

Nelson’s rigorous work permits him to make an apparently definitive analysis 
of 1895-1920 mergers in terms of industry composition, size distribution, and 
type of merger. He also uses his data for other purposes. Conjoining his series 
with those of Thorp and the Federal Trade Commission covering more recent 
years (1919-1954), he compares twelve discovered merger cycles with those in 
other economic series and finds peaks in the expansion of merger activity to have 
been “closest in timing to those in industrial stock prices, stock market trading, 
and new business incorporations.” These findings support his most important 
conclusion, that “the condition of the capital market, as reflected in stock price 
changes, has clearly been a more important immediate influence in merger 
activity than underlying industrial conditions have been.” 

This seems to me a persuasive identification of the main short-run factor in 
merger movements, more especially because of the convincing manner in which 
Nelson employs his data for the peak years 1899-1901 to test and throw grave 
doubt upon earlier attempts to explain that first great merger wave in terms of 
such factors as retardation of industrial growth. It was not a cost-push that initi- 
ated merger activity, nor can it have been, in 1899-1901, a search for the scale 
economies of vertical integration, for the overwhelming number of mergers were 
horizontal in nature. Rather, Nelson demonstrates, mergers flowed from attempts 
to protect and enhance profit margins by controlling markets and rationalizing 
output. What made it possible for attempts of this nature to occur in the late 
19th century was a prerequisite growth in the use of the corporate form of organ- 
ization after 1875, changes in state incorporation laws in the late 1880's, and the 
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development of an organized, large-scale capital market following the railroad 
reorganizations of the 1890's. 

But was this all the staging required for the subsequent trigger-pulling per- 
formed by promoters and financiers with the light of rising equity values dancing 
in their eyes? I doubt it, and so, I suspect, does Nelson. For in the end he clearly 
recognizes that long-run economic and technological developments may have 
played indispensable roles as ultimate causes. We will know more about these 
things when the work on long-waves of Messrs. Kuznets and Abramovitz in 
this country, and of Brinley Thomas in England, becomes available. 

Stuart Brucuey, Michigan State University 


Late Ancient and Medieval Population. By J. C. Russell. (Transactions of the 
American Philosophical Society, New Series, Vol. XLVIII, Part 3.) Philadel- 
phia: The American Philosophical Society, 1958. Pp. 152. $4.00. 


Most of Mr. Russell’s book is devoted to estimating the size of the population 
in the area that roughly included the Roman Empire at its height—Central 
Europe, Russia, and Scandinavia—at the following dates: A.D. 1, 350, 600, 1000, 
1200, 1340, 1500, and 1550. It also deals with such variables as sex ratio, marriage, 
birth rates, life expectation, age distribution, and the size of habitation groups. 
A brief discussion of some demographic theories and of this hypothesis that 
demographic changes were the major causes of social change in the period A.D. 1 
to 1500 concludes the book. 

His main argument consists of three propositions. Firstly, population declined 
from A.D. 1 to 600, rose until 1340, fell from 1348 until sometime in the fifteenth 
century, and then started upward again. Secondly, demographic growth was 
almost entirely determined by climatic and biological factors. While it is true 
that he occasionally refers to postponement of marriage, he virtually treats it as 
an unimportant constant. Thirdly, he believes that “depopulation brought depres- 
sion, economically, socially, and intellectually, and . . . induced a stronger re- 
ligious interest” (p. 140). Increasing population, on the other hand, had the 
opposite results. While he does not believe that the period following 1340 was 
one of depression, he argues that demographic decline then was too short to have 
had such consequences. 

While Mr. Russell has done much to spread an interest in historical demography 
in this country, it may be doubted that his latest work provides any important 
new evidence for the second and third of the above points. His data are so sparse 
and their interpretation so full of unanswered, and perhaps unanswerable, ques- 
tions that his attempt to prove his major points is in my opinion not successful. 

These difficulties are apparent in the simplest part of his problem: the measure- 
ment of population totals at various times. Unfortunately, censuses, hearth counts, 
and totals of adults are not available for most areas at most times so Mr. Russell 
has to use some ingenious arguments as, for example, his “metropolitan method.” 
Taking a city, presumably the metropolis of a major area, he attempts to measure 
the inhabited area, usually assumed to be that enclosed by its walls. Then, on the 
basis of fifteenth-century German urban densities, he estimates the population of 
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the city and assumes that the city’s population was 1.5 per cent of the metro- 
politan area. Obviously, application of the method to such a vast extent of terri- 
tory, about which so relatively little is known, must yield results which contain 
a wide margin of possible error. 

And if his results on total population contain a wide margin of possible error, 
it is not surprising that the data on births, deaths, and marriages which are even 
sparser and less reliable than the population totals should yield quite questionable 
results. Without adequate measures of annual vital rates over a long period of 
time, one cannot roughly measure the importance of the factors which pre- 
sumably affected those rates. Thus, it is impossible to prove that demographic 
growth was the result of climatic and biological factors, and it is not impossible 
that economic, social, and cultural factors determined demographic growth. 

Joun T. Krause, Ohio State University 





Les rentes au XVI° siecle: historie d’un instrument de crédit. By Bernard Schnap- 
per. (Ecole Pratique des Haute Etudes, VI® Section, Centre de Richerches 
Historiques, “Affaires et Gens d’Affaires,” XII). Paris: S.E.V.P.E.N., 1957. 
Pp. 309. Frs. 1670. 


Bernard Schnapper has written a solid study in an area that has long required 
treatment—instruments of credit in the Ancien Régime. Schnapper’s work dem- 
onstrates what can be done by combining a thorough knowledge of the law, 
monetary economics, and statistics with a generous pinch of common sense. 
Limiting his study to an evolutionary description of the rente in the region of 


Paris, Schnapper relies, not only on royal ordinances, judicial decisions, and 
contemporary legal treatises, but also on approximately one thousand rente con- 
tracts in the notarial archives of the Bibliothéque Nationale. Hence, he is able 
to check the law against the practice and establish some important conclusions 
about the development of the rente as an instrument of credit between 1483 and 
1612. 

Although both Church and State authorities prohibited the loan at interest 
as “usurious,” they authorized a kind of loan contract in which the capital was 
permanently alienated in exchange for a legally prescribed and perpetual return 
(varying from 10 to 6.6 per cent in the sixteenth century) known as a rente. 
Schnapper attempts to show that this type of rente contract gradually approached 
the modern loan at interest so that by 1600 a creditor (technically a “purchaser” 
of a rente) could expect to have his capital repaid (technically his rente “repur- 
chased”) even though he could make no legal claim for repayment. This evo- 
lution had both legal and practical aspects. Under law, the rente became detached 
from a claim on a particular piece of land and was assigned generally to all 
the debtor’s property. The claim came close to being assigned to the person rather 
than to the land. Second, the rachat or “repurchase” clause became common, 
and the debtor obtained the right to repay the capital at will. Supported by 
ample statistical data, the author demonstrates that by the end of the century 
these “constituted rents” were much more numerous and capital sums more 
frequently repaid. Schnapper claims this indicates that the constituted rent no 
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longer served simply as a safe placement for capital but had become a real 
instrument of credit. 

Schnapper admits the persistent limitations of the constituted rent, includ- 
ing the legal restrictions on the creditor, the absence of a time limit for repay- 
ment, the prescribed rate of interest (6.6 per cent in 1600), and the difficulty 
of transfer. The constituted rent was still employed to pay family charges or 
to raise royal loans and not for commercial investment. Nevertheless, by the 
end of the century, it was used for new purposes such as long-term investments 
in construction, land, and offices. More important, after 1550, “repurchase” often 
quickly followed the creation of the rente (within four to seven months), sug- 
gesting its use for short-term loans as well. Schnapper also notes that the debtor 
began to pledge repayment of the capital sum by a certain date to those who 
guaranteed his solvency for the interest, and these individuals (cautions) could 
therefore legally oblige the debtor to repay this sum. Thus, if the creditor also 
posed as caution, he could demand repayment of his capital (p. 214). Unfor- 
tunately, Schnapper does not (or can not) tell us how frequent such arrange- 
ments were. 

Schnapper is more concerned with describing the changing function of the 
constituted rent than with explaining the reasons for it. He attributes the evo- 
lution to the stimulus of inflation, greater demand for capital, and the creation 
of rentes on the Hétel de Ville to facilitate royal loans. Perhaps a weakening 
of religious traditions and a lessoned concern for the debtor as opposed to the 
creditor deserves more attention. Schnapper’s pioneer study should inspire others 
like it in order to extend our knowledge of rentes over the entire legal mosaic of 
France in the three centuries before the Revolution. 

Rosert Forster, University of Nebraska 





Ricardo on Taxation. By C. S. Shoup. New York: Columbia University Press, 
1960. Pp. 285. $6.00. 


Ricardo’s views on taxation have been so consistently neglected that it is now 
hard to realize that over one third of his Principles is specifically devoted to a 
discussion of inland revenue policy. After a lifetime of practical experience with 
the tax problems of different countries, Mr. Shoup in this book turns back to the 
first systematic discussion of taxation in the history of economics: he demon- 
strates the extraordinary logical consistency of Ricardo’s tax analysis; he examines 
the qualifications which Ricardo made in his letters to friends and in Parlia- 
mentary speeches; he analyzes his debt to Adam Smith and his influence upon 
John Stuart Mill; and, best of all, he evaluates Ricardo’s heroic effort to frame 
a determinate theory of tax incidence in the light of the chaotic and incoherent 
fiscal system which was Britain’s legacy from the strain of twenty three years 
of war. ; 

This book is definitive in the true sense of the word. It complements the 
masterful summary of Ricardo’s argument in Professor Musgrave’s recent 
Theory of Public Finance. Yet it is no mere compendium. It affords the rare 
opportunity of observing the Ricardian engine at work and in so doing reveals 
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both the power and the weaknesses of Ricardo’s system-building mind better 
than any commentary I know of. There is the striking discussion between 
Ricardo and McCulloch on the impact of a tax on foodstuffs raised to subsidize 
military allies (pp. 70-77), and Ricardo’s treatment of the net effect of a tax 
on wages when regarded in terms of total budget incidence (pp. 126-28, 140- 
42). The Ricardian analysis of the unequal effect on prices of a forward-shifted 
profits tax has implications for modern theory (pp. 107-9). Even readers with 
little interest in tax questions will find something of value-here: Mr. Shoup 
has some illuminating comments to make on the meaning of “subsistence 
wages” in a dynamic economy (pp. 29-31), on the classical concept of “unpro- 
ductive consumption,” (pp. 52-54), and on Ricardo’s notions of demand- 
elasticities (pp. 137-39). And I wonder how often it is realized that Ricardo 
amended the quantity theory of money to take account of distortions in the 
price structure created by the incidence of taxes (pp. 77-79, 109-14, 188-225, 
176-77). If this book has any fault, it is a minor one: the use of numerical 
examples for purposes of exposition is occasionally carried to excessive lengths. 

In his last chapter Mr. Shoup reminds us of the narrow focus of Ricardo’s 
analysis upon problems of incidence and taxable capacity, at the neglect of 
technical problems of tax reform and debt management. Although Ricardo 
reviewed almost every tax then in existence, emphasizing short-run adjustments, 
the practical applicability of his conclusions is mitigated by the unexciting gen- 
eral maxim that all taxes, except a tax on pure rents, fall ultimately on business 
and farming profits. Moreover, his negative attitude to taxation and public 
spending did not invite policy prescriptions. Ricardo’s tax analysis was not 
really geared to the concrete problems confronting a Chancellor of the Ex- 
chequer; much of it, indeed, consists simply of mental exercises employing the 
macro-economic model which he had constructed in the first seven chapters of his 
Principles. 

Mr. Shoup’s study, carried on despite many interruptions over a period of 
fifteen years, has all the earmarks of a labor of love. Ricardo, to be sure, was 
a great economist who is still worth reading, but this hardly explains the jigsaw- 
puzzle fascination which he seems to exert over so many students. The Ricardo 
passion is akin to chess fever. With this book the Ricardo Club, headed by Mr. 
Piero Sraffa, claims another member. 

M. Brave, Yale University 


Social Change in the Industrial Revolution. An Application of Theory to the 
Lancashire Cotton Industry 1770-1840. By Neil J. Smelser. London: Routledge 
& Kegan Paul, 1959. Pp. xii, 440. 40s. 


This book is an attempt “to apply social theory to history.” The theory is 
that of “structural differentiation,” on the basis of which the author constructs 
“a model of social changes,” which he applies to the growth of the British 
cotton industry from 1770 to 1840. Mr. Smelser sees his work as a follow-on 
from the dispute between Pigou and Clapham in the early 1920’s concerning 
the respective roles of theory and fact in economic interpretation. He comes 
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down on the side of Pigou. The great majority of economic historians, how- 
ever, after reading this book, will probably be confirmed in their adherence to 
empirical observation and induction. In this reviewer's opinion, it contains too 
much jargon-ridden obfuscation of well-known features in the history of the 
Lancashire cotton industry, which can be, and have been, much better described 
in simpler, common-sense language. 

The author states that “The model of structural differentiation . . . deviates 
very radically from conventional interpretations of the social history of the pe- 
riod.” But this is claiming too much. There is, it is true, throughout the book, 
a persistent endeavor to fit the observed facts to the theoretical model—to fill 
the “empty boxes” of sociological theory—such as no previous historian of the 
subject has attempted; but most of the facts have been previously observed and 
many similar, though less dogmatic, conclusions have been drawn from them. 

The first three chapters are devoted to formulation of the sociological model. 
Then follows a historical account, with theoretical analysis, of the well-known 
changes in the cotton industry from 1770 to 1840 (chas. iv—vii), which adds 
little to existing knowledge or understanding. It relies very heavily on con- 
temporary histories such as those of Guest, Radcliffe, Baines, and Ure, and 
upon the later works of Chapman, Mantoux, Daniels, and Unwin. 

The author now proceeds, in the second half of the book, to apply the same 
theory of “structural differentiation” in analysing the effects of the developing 
factory system upon the working-class “family structure.” In chapters ix—xi there 
is much interesting and original material. The general pattern of change is 
familiar—the breakup of the “family economy” of the “domestic system” by 
the growth of factories—but the details of this development are filled in with 
a great deal of material drawn from parliamentary papers, pamphlets, and 
periodicals, and the relationships between this development and many aspects 
of trade unionism, factory reform agitation, etc., are demonstrated in a man- 
ner which throws interesting light upon these movements. The “family econ- 
omy” is shown to have persisted even in the early factories, centered on the 
mule spinner, and to have disintegrated more slowly than has hitherto been 
thought. But to what extent did a true “family economy” survive in the fac- 
tories? What proportion of the mule spinners themselves employed their own 
children? Might not the attempted restriction of entry to sons, brothers, etc. 
have been merely a “closed shop” policy to keep up wages, rather than to 
preserve a “family structure”? And was this attempt ever widely successful? 
The repeated failure of the spinners’ strikes and the rapid influx of non- 
unionists, females and child labor suggest that it was not. 

The author tends to exaggerate the effects of the changes in family structure 
and to minimize the importance of other factors. He sees, for example, these 
“threats to the family’s traditional organization” as the major cause of the 
working-class disturbances in Lancashire during this period. But were not other 
factors such as trade fluctuations, wars, wage reductions, unemployment, urban 
slum conditions, and bad harvests perhaps more important? These factors are 
certainly not overlooked, but they are inevitably classed as secondary by the 
necessity of the sociological theory. The spinners’ strikes, for example, were 
mainly concerned with resistance to piece-rate reductions, following the intro- 
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duction of larger mules, yet the author concludes that they “represented the 
Operatives’ attempt to resist the pressures of the improved machinery on the 
family economy.” Such pressures were certainly there, for example the increas- 
ing employment of women and children, but may not the more obvious ex- 
planation be the correct one: that the spinners opposed wage reductions simply 
as a threat to their standard of living? It is by no means firmly established that 
the real wages of cotton operatives rose during this period—certainly not as 
much as Mr. Smelser repeatedly asserts—in view of the doubts which have 
been cast upon Silberling’s cost-of-living figures. 

Mr. Smelser applies his theory also to the factory reform movement, con- 
cluding that the operatives were merely seeking to restrict child labor, safeguard 
their own position, and maintain the “family economy.” Doubtless there is 
some truth in this view. But there is also much in the contemporary evidence 
to show that they were genuinely concerned to prevent exploitation and im- 
prove working conditions for their children. Mr. Smelser tends to minimize 
the bad health and overwork in the factories. He also tends to overlook the 
fact that economic circumstances, rather than traditional adherence to the 
“family economy,” may have forced parents to send their children into the mills. 

Nevertheless, Mr. Smelser does suggest some very interesting connections be- 
tween changing family structure and the operatives’ attitude towards the fac- 
tory system. His treatment of trade unionism in the cotton industry, on the 
other hand, is sketchier and less competent and adds little to what has been 
previously written about it. The same is true of his more general discussion 
of the poor law, friendly societies, savings banks, and co-operative societies, and 
his obsession everywhere to apply his all-embracing theory becomes very trying. 

In chapter xiv Mr. Smelser criticizes previous theories of working-class his- 
tory—the “economic” explanation, the Marxist, the British Socialist, and the 
modern capitalist. But historians may perhaps find his own dogmatism harder 
to swallow than some of these older theories. He has developed a useful concept 
and put it to some revealing uses; there is much good social history in his book. 
But his “sociological determinism,” as one might term it, is too rigid and 
exclusive. 

A. E. Mussen, University of Manchester 


Commercial Crisis and Change in England, 1600-1612. By B. E. Supple. (Cam- 
bridge Studies in Economic History). Cambridge: Cambridge University 
Press, 1959. Pp. xii, 296. 42s. 


In this excellent book Mr. Supple has undertaken an exacting task. In spite 
of the incompleteness and unreliability of seventeenth century statistical material, 
he has not only exploited such materials as exist with great thoroughness and 
considerable skill but has used his study to examine some major problems in 
seventeenth century English economic history. 

The phenomena of crisis are studied through the medium of the cloth indus- 
try. Focus on this single sector is justified by its dominant role in English ex- 
port trade, by the significant proportion of the total working population en- 
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gaged in cloth production, and by the acute social distress which a textile slump 
produced in such wide areas of the country. Given the small amount of fixed 
capital engaged in pre-industrial textile production, the ease of disinvestment 
was great for the major entrepreneurs, but the: smaller entrepreneur with no 
reserves of capital to carry him through a depression was hard hit by sudden 
shifts of a volatile market while the employee suffered bitterly in the absence 
of alternative employment in an economy which lacked other industrial oppor- 
tunities. 

Mr. Supple devotes the first section of his book to a chronological account of 
fluctuations in the cloth trade from 1600 to 1642. The available statistical evi- 
dence is employed along with extensive material drawn from the central gov- 
ernment’s own records—petitions, hearings, reports, and decisions. What emerges 
is the susceptibility of the cloth industry to uncontrollable external influences 
—domestic politics, foreign war, continental currency manipulation, plague, and 
the competition of continental cloth producers. A consequence of the last was 
the permanent decline of the old draperies. The treatment of the Cockayne 
episode differs from that of Friis in suggesting that the projectors’ scheme was 
not a conspiracy of Eastland, Levant, and Muscovy merchants to secure direct 
export of English cloth to the areas of their monopolies but rather an attempt 
to capture some of the white cloth trade to Germany and the Low Countries 
from the Merchant Adventurers. 

The second portion of the book is devoted to two important underlying phe- 
nomena; first, changes in market conditions which made for long-term altera- 
tions in cloth production; and second, the effects of monetary instability upon 
the course of crises. Most important under the first heading were the cost 
advantages which the embryonic cloth industry of Central Europe now enjoyed 
over the older English industry. A shift to the more expensive colored cloths 
was only a partially successful answer to the problem; too often, beset by in- 
flexible costs, the English producer resorted to debasement of quality and 
thereby worsened the situation. A long-term solution was emerging in Mediter- 
ranean demand for cheap cloth which allowed the English to undercut the 
older Italian industry even as their own cloths were being undercut in their 
traditional markets. Beyond this first move lay the whole large-scale expansion 
of markets for English cloth in the later decades of the century. 

Monetary movements due to variations in the gold-silver ratio, with subse- 
quent outflows of one metal or the other, are traced through the period. Any 
shortage of silver, the everyday medium of exchange, excited much agitation 
and represented a genuine problem in an economy lacking an adequate credit 
structure. Manipulation of the ratio to discourage outflow of silver was the 
traditional solution, but one opposed by all interests which feared inflation; the 
government was virtually paralyzed until market forces ended the silver out- 
flow in the later 1630's. The temptation to export precious metal when better 
ratios offered on the continent (especially when manipulation of the currencies 
made metal a better export than goods) complicated the problems of periodic 
crisis in a way not necessarily connected with conditions in the cloth trade. 

The final, and in many ways most interesting, section of the book is a careful 
analysis of the whole body of important economic theory which tried to deal 
with the problems of intermittent crisis. A critical evaluation of these writings 
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(including those of Malynes, Mun, and Price Vaughan) emphasizes their prag- 
matic character, their direct relationship to the successive crises of these decades, 
and their lack of concern with over-all theuretical formulations. 

The final chapter of the book is an analysis of government policy which 
firmly rejects Heckscher’s notion of an ideal of society, detached from the 
necessities of every-day policy, as the overriding element in English mercan- 
tilist thought. Quite to the contrary, Mr. Supple insists that government policy 
was directly responsive to the short-term economic crises and was actuated by 
simple and urgent fears for the social consequences of wide-spread unemploy- 
ment in a society with such limited machinery either for repression or relief. 

This book is a substantial contribution towards an economic history of Eng- 
land in the seventeenth century. It gives new concreteness and detail to our 
understanding of the ideas and institutions of England’s pre-industrial economy. 
The book points the need for more such intelligent analysis of other major 
sectors of the seventeenth century economy and also the need for detailed over- 
all studies of the great regional economies of England in this age. 

Watiace T. MacCarrrey, Haverford College 





Dynamic Changes of Income and Its Distribution in Japan. By Chotaro Taka- 
hashi. (Economic Research Series, 3. The Institute of Economic Research, 
Hitotsubashi University.) Tokyo: Kinokuniya Bookstore Co., Ltd., 1959. Pp. 
iv, 182. 


This monograph by the eminent Japanese economist, Chotaro Takahashi, 
assisted by Ryotaro Iochi and Koichi Emi, is most welcome and useful, espe- 
cially given the present need for more detailed studies of specific aspects of the 
Japanese economy. However, as so frequently is the case, the title is somewhat 
misleading; the emphasis is much narrower than is implied. 

Dynamic changes in income—both in the secular sense of economic growth 
and in the cyclical sense of business fluctuations—are taken as given, and Mr. 
Takahashi concentrates on the impact of such changes on the distribution of 
income. He emphasizes that the measurement of economic fluctuations solely 
in terms of average per capita income is insufficient in a welfare sense, and that 
changes in the equality of income distribution must be taken into account. The 
author is concerned not only with the distribution of income in terms of relative 
shares going to the different factors of production, but especially in “analyzing 
the variations in the size distributions of incomes” (p. 9). Complete data im- 
puting all income to individuals do not exist. Consequently, Mr. Takahashi 
examines separately the size and degree of inequality of the distribution of 
personal incomes (from several different vantage points), corporate profits, and 
unincorporated business profits. 

The approach is basically statistical and quantitative, with careful discussion 
of the techniques used and the sources of data. A forte of the book is the pres- 
entation in the text and appendix of an extensive collection of statistical data. 
The Gibrat hypothesis that income has a logarithmic normal distribution is 
tested for personal income, corporate and unincorporated business profits, and 
wage rates, and found to be reasonably consistent with the evidence available. 
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The degree of inequality of income distribution is measured by the Gibrat index 
of inequality (which, for Japan, appeared to be remarkat'y volatile!) and the 
simpler coefficient of variation. 

The time span of coverage is from 1901 to 1956, though for none of the 
types of income considered are there consistent time-series data for the entire 
period. While a variety of technical statistical manipulations are carried out, 
unfortunately the author is so badly hampered by inadequacies in the basic 
data that he is forced to qualify seriously the interpretations of the statistical 
results. This is particularly true for the results obtained for the period up to 
World War II. For example, the only sources on prewar personal income dis- 
tribution is income tax materials, but during the period the exemption base 
was broad. Accordingly, only the top ten per cent of income recipents paid 
income taxes; moreover, at such levels of income profits and other property 
earnings comprised the major proportion, with wages only ten per cent of total 
taxed income (p. 42). Professor Takahashi finds that not only the distribution 
of profits (based only on incorporated business since appropriate corporation 
data do not exist) became more unequal in the boom phase and more equal 
in depression as expected, but contrary to expectations a similar pattern of 
change in equality existed for personal income. The problem is clearly one of 
auto-correlation, as the author realizes; he points up in a chapter on wage-rate 
distribution the likelihood that for lower income groups income became more 
equally distributed in boom periods and less so in depression. 

The analysis for the postwar period concentrates on personal income since 
much more complete data exist. With a relatively lower exemption base, the 
income tax applies to a much higher proportion of the population. Imaginative 
use is made of family budget and low-income welfare survey materials as sup- 
plementary data. The principal conclusion derived is that in the period 1947-1954 
personal income distribution became more unequal in boom and more equal 
in depression (p. 83). No attempt was made to reconcile this with comments 
about the prewar period. 

This technical study is strong on explanation of statistical procedures and the 
results derived and on the description of the sources and characteristics of the 
data, but less attention is given to why the relationships obtained do exist. A 
final chapter would have been useful to summarize the conclusions interspersed 
throughout the book, to evaluate the data as a whole, and to conjecture more 
broadly about the significance of the results of the statistical tests. Nevertheless, 
the author provides many gems of insight into the Japanese economy and the 
study is a valuable sourcebook on the characteristics of income distribution in 
Japan. 

Hucx T. Parricx, University of Michigan 


Medieval Poor Law: A Sketch of Canonical Theory and Its Application in 
England. By Brian Tierney. Berkeley and Los Angeles: University of Cali- 
fornia Press, 1959. Pp. x, 169. $4.00. 


One of the most fertile fields of historical scholarship recently brought under 
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cultivation in the United States is canon law, and Tierney is one of the best of 
the canonists. This little book adds new depth to our understanding of the 
unfolding in Europe of the theory of philanthropy, and to some extent of its 
practice, especially in England. “From the reception of Gratian’s Decretum in 
the mid-twelfth century to the final codification of the Elizabethan poor law 
in 1601, a single developing tradition without any sudden break or reversal of 
policy can be traced. Even the substitution of secular coercion for ecclesiastical 
coercion was a gradual business; the process began in the fourteenth century 
and was not quite complete by the end of Elizabeth’s reign.” (p. 132) In 
studying the canonists’ opinions “we are exploring not only the prehistory of 
modern ecclesiastical charities but also the prehistory of modern public relief” 
(p. 6). 

Tierney is not romantic about the Middle Ages: he depicts no world com- 
posed exclusively of rose windows, fluttering pennons and merry peasants. Yet 
readers will be led to share his admiration for the seriousness and practicality 
with which the Church’s lawyers, from the twelfth into the fourteenth century, 
formulated policies for the relief of poverty, and for the sensible nature of the 
administrative measures to effectuate them. Equally illuminating is his analysis 
of the way in which the canonists of the next two-hundred years lost touch 
with current reality, and of how the institutional structure of philanthropy be- 
came rickety. 

The medieval canonists are explicit that the right to own property involves 
the right use of property. It was made clear that relieving the necessities of the 
poor was not merely a meritorious act of love: it was also simple justice. “The 
doctrine that the poor man had a right to the help he received . . . tended to 
discourage both sentimental self-esteem on the part of the donor and excessive 
humiliation in the recipient” (p. 39). The Church recognized that its properties 
were intended in part to be the patrimony of the poor, and Tierney produces 
evidence that, with local and temporary lapses, the parish priests long acted 
fairly efficiently as the agents of public relief. 

We do not yet understand the social history of Europe in the fourteenth and 
fifteenth centuries, but this book provides new material. The disintegration of 
the old agrarian economy; the change of climate with its new cold and hunger; 
the growth of cities, of hideous slums, and of the criminal underworld mirrored 
in Villon’s poems: all of these led to or reflected new needs for poor relief 
which the Church seemed unable either to grasp intellectually or to meet insti- 
tutionally. Since the days of St. Augustine, the Church had insisted that it 
was morally wrong to feed an able-bodied beggar who was shirking his own 
moral obligation to work. But in the novel and very fluid society of the later 
Middle Ages one found kinds of unemployment which no one was prepared 
to comprehend: “from the mid-fourteenth century on, the problem of relieving 
poverty became inextricably intertwined with the problem of suppressing va- 
grancy” (p. 113), and it largely remained so until the 1930's. 

Since the lectures contained in this book were delivered in 1956, Tierney is 
excused for not having used the fundamental work of Eberhard F. Bruck, 
Kirchenvater und soziales Erbrecht (Berlin 1956) which excavates the prehis- 
tory of philanthropy a level deeper. Bruck has shown how the pagan conviction 








504 Reviews of Books 


that goods and food should be buried, burned or consumed at funerals for the 
physical benefit of the dead was undermined in late Antiquity and the early 
Middle Ages by the Christian notion that “you can’t take it with you,” with 
the result that offerings to the dead were transmuted into gifts to the poor, 
now for the spiritual benefit of the dead. Tierney’s work fits well with Bruck’s; 
for he demonstrates that while charity continued, in general, to be considered 
meritorious for the donor, the medieval canonists grew much concerned about 
the effects of indiscriminate generosity upon the recipients and upon society. 
With such researches as these, we may eventually achieve a firm history of 
social ethics. 





Lynn Wuire, Jr., University of California, Los Angeles 


The Urban Frontier: The Rise of Western Cities 1790-1830. By Richard C. 

Wade. Cambridge: Harvard University Press, 1959. Pp. xii, 362. $6.00. 

i 

Historians for some time now have been aware that opportunities associated 
with towns as well as farms figured significantly in the pull exerted by the 
American “frontier.” But to date we have had no more impressive documenta- 
tion of this point than is provided in Richard Wade’s The Urban Frontier. 
The frontier whose urbanism Mr. Wade here delineates is the one which took. 
shape from the late eighteenth century to 1830, as population poured across the 
Alleghenies into the lower Ohio Valley. The story is confined to the experience 
of Pittsburgh, Cincinnati, Lexington, Louisville, and St. Louis. Though other 
urban communities arose in the area during this period, the history of these 
five illustrates the extent to which cities served as “spearheads” of settlement 
and constituted an important and influential ingredient in the developing 
society. 

Mr. Wade has handled his material with very great skill. He has obviously 
steeped himself in the history of the five communities through intensive re- 
search in newspapers, periodicals, contemporary comment, and municipal rec- 
ords. This thorough orientation in local detail ensures the effectiveness of a 
comparative approach which both enriches his treatment of each individual 
community and permits the patterns of urban development in the section as a 
whole to emerge. The presentation also benefits from the author’s sound under- 
standing of what the urban historian wants to know and from a sprightly and 
lucid literary style. 

There is much here that is of particular interest to the economic historian. 
Mr. Wade properly gives primary attention to the economic base of each of these 
emerging cities—to the material impulses which led to their founding; to com- 
merce, which provided the “central nexus” of their being; to the beginnings of 
manufacturing, encouraged by the cities’ remoteness from the Atlantic Coast; 
and to transportation, especially the coming of the steamboat, which, by cutting 
distances, “telescoped a half-century’s development into a single generation.” 
He deals, too, with a corollary of this situation—the originally predominant 
influence of the merchants, especially the wealthiest ones, in the political and 
social life of these communities, an influence that was beginning to be chal- 
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lenged at the close of the period as wage-earning and professional groups effected 
stronger associations in an increasingly stratified urban society. Consideration is 
given also to the economic rivalry which prevailed among the five cities, each 
of which was confident of becoming the Queen City of the West, and to the 
play of circumstance which led to a shifting preeminence in this regard as the 
period progressed. 

This is not to imply that the institutional and administrative development of 
these communities and the evolution of their cultural resources are neglected. 
Details of interest to the economic historian figure here, too, such as the con- 
trols instituted by the municipal government in the early years and the measures 
enacted to cope with the problems precipitated by the close of the War of 1812 
and the panic of 1819. Although Mr. Wade devotes little space to the play of 
local politics, he makes the suggestive point that such spokesmen of the West 
as Clay, Benton, and William Henry Harrison had important urban connections. 
In his able summary of the patterns of urbanism on this frontier, he perhaps 
does not stress as much as he might one significant economic consideration 
and that is that the economy of cities of this type was invariably affected by the 
fact that they were founded in advance of the development of a hinterland 
capable of supporting them. This characteristic of the “frontier city” was recog- 
nized by Daniel Drake as early as 1815 when he wrote, concerning Cincinnati, 
of difficulties which might not have prevailed “if the town had been younger 
than the adjoining country.” 

Bayrp Stitt, New York University 


Anuario Afio Il, No. Il of the Instituto de Investigaciones Histéricas, Univer- 
sidad Nacional del Litoral. Rosario, Argentina: Universidad Nacional del 
Litoral, 1957. Pp. 425. 


The 1957 Annual of the Institute of Historical Research of the National 
University of the Littoral in the river port of Rosario is a fine example of the 
Argentine universities’ proud recovery of professional stature once Perén fell. 

The central preoccupation of Argentine historians has been the period from 
1810 to 1860, from independence through the painful years until all the provinces 
agreed to accept one President under a federal constitution. Regional economic 
rivalries involving the port city of Buenos Aires, the ranchers of Buenos Aires 
province, and the ranchers and cities of the upriver provinces were always 
recognized as a major factor in the long failure to achieve national government. 
Historians, depending on their regional allegiances, disputed the apportioning 
of responsibility for the failure with the same avidity as the regions had disputed 
the apportioning of the principal government revenue, the customs duties. 

Perén’s era, in spite of its emphasis on class politics, has not notably influ- 
enced the terms of the Great Debate on post-independence difficulties. Polemical 
language has quieted, but as this annual indicates, in upriver Rosario the nine 
years after the fall and exile of the dictator Rosas (who was a Buenos Aires 
rancher) are the central interest, for during these years there was a new con- 
federation whose capital was close to Rosario while Buenos Aires, the great rival, 
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sulked outside the confederation. Beatriz Bosch writes of the confederation’s 
differential tariff of 1856 which put an additional thirty per cent duty on im- 
ports landed at Buenos Aires and trans-shipped. It was hoped that ocean ships 
now would dock directly at Rosario. If so, not only would Rosario prosper but 
Buenos Aires, once it felt the pinch of trade loss, would join the confederation 
on upriver terms. Unfortunately, Rosario could not supply enough return cargo 
to make foreign ship stops worthwhile and this weapon of economic warfare 
failed. At the same time a stock exchange, whose statutes are here published, 
was founded in Rosario. That Buenos Aires really was too powerful to be 
anywhere but at the head of Argentina can be seen by the exchange’s need to 
subscribe to six Buenos Aires newspapers in addition to the single one pub- 
lished locally. Several articles touch on the first attempts by immigrant colonists 
to farm the soil, the beginnings also of one base of Argentina’s great growth in 
the late nineteenth century. Only one article, by Tulio Halperin Donghi, deals 
with Rosas. He summarizes the reports of the consul of the Kingdom of Turin 
in Buenos Aires. The consul, one of the influential foreign merchants, admired 
the dictator for keeping down instability harmful to business, but when Rosas 
fell the consul exulted at this victory for economic progress. In the past Buenos 
Aires dominated the Great Debate. Now, as the annual is an example, provin- 
cial historians, as their number and competence rises, are filling in the upriver 
side of the story. 

There is also a notable increase in interest in the eighteenth century, perhaps 
resulting from the influence of Boleslao Lewin, Director of the Institute. Of the 
four articles on the eighteenth century, three are in political history. One, an 
incomplete document, is the testimony taken when customs officials were ac- 
cused of smuggling. The ubiquitousness of ecclesiastics in non-religious func- 
tions is striking here. 

Regrettably, the unwillingness of Argentine historians to grapple with de- 
velopments after 1860 continues. The only direct confrontation with the present 
in the annual is in the obituaries. Historians still prefer to leave recent history 
to party journalists and so escape personal embarrassment, but Argentina’s un- 
derstanding of itself thereby suffers. For like reasons, economic history, as dis- 
tinguished from economic explanations of earlier political history, has largely 
been escapist or antiquarian. Since current policy preoccupations, a great spur 
to economic history elsewhere, are felt to be unworthy of a historian as a his- 
torian, though not as a man, few economic historians care to explore the later 
development of the Argentine economy or even to generalize from earlier 
periods. 

The Annual will not be very useful to those seeking an introduction to what 
the late Miron Burgin called The Economic Aspects of Argentine Federalism 
in his brilliant book. There are no statistical series and little other easily man- 
ageable data for those who might want something on Argentina for comparative 
analysis. But both as a contribution to Argentine history and as a demonstration 
of present preoccupations of Argentine historians the Annual makes revealing 
reading. 





Mitton I. Vancer, Sacramento State College 
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Singer, Milton. Traditional India: Structure and Change. (Bibilographical and 
Special Series, Vol. X). Philadelphia: The American Folklore Society, 1959. 
Pp. xxiii, 332. $5.00. 

This compilation of nineteen articles by specialists on India emphasizes the 
traditional aspects of Indian life in their contemporary setting. While cultural 
traditions receive the major attention, economic activity is treated in the chap- 
ters on the Indian craftsman and merchant and in the chapter entitled “A 
Tribal People in an Industrial Setting.” 


Hirschman, Albert O. The Strategy of Economic Development. (Yale Studies 
in Economics: 10). New Haven: Yale University Press, 1958. Pp. xvi, 318. 
$4.50. 

Mr. Hirschman approaches the problem of economic development in under- 
developed areas by a discussion of the decision-making process, indicating that 
economic advance in such areas is held back not so much by the “vicious circle 
of poverty” as by difficulties in mobilizing latent resources. He surveys mecha- 
nisms that he believes are helpful in overcoming the difficulties encountered and 
assigns a positive role in development to unbalanced growth and to the pressures 
that result from it. This new approach yields a reinterpretation of the principal 
issues faced by developing countries: priorities, industrialization, inflation, for- 
eign exchange shortages, efficiency of the individual firm. A final chapter draws 
conclusions for development planning and foreign assistance. 


Sastri, K. A. Nilakanta. A History of South India: From Prehistoric Times to 
the Fall of Vijayanagar. London: Oxford University Press, Second Edition, 
1958. Pp. xii, 508. $3.20. 

The author traces the history of South India from its prehistoric origins to 
the seventeenth century. By this century, the author states, outside influences 
disturbed the cultural homogeneity of this region where Hindu culture reached 
its highest development. While political history dominates the book—the first 
devoted exclusively to South India—account is given of this area’s social life, 
commerce, religion, philosophy, literature and arts. Chapter XIII on social and 
economic conditions will be of interest to economic historians concerned with 
this region. 


von Frauendorfer, Sigmund and Haushofer, Heinz. Ideengeschichte der Agrar- 
wirtschaft und Agrarpolink, im Deutschen Sprachgebiet. Band I, Pp. 580, 
1957; Band II, Pp. 439, 1958. Munich: Bayerischer Landwirtschaftverlag. 
As their title suggest, these two volumes are devoted to the history of agricul- 
tural policy and to the role of agriculture in the German-speaking societies of 
Europe. The first volume covers the long period from prehistory to 1914, the 
5°7 
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second, the remaining period. This history, especially in the second volume, is 
organized by political periods: thus the period 1914 to 1933 is concerned with 
policies during the World War and the Weimar Republic and 1933 to 1945 
with those of the National Socialists. 





Gerth, Hans, ed. and trans. The First International: Minutes of the Hague 
Congress of 1872 with Related Documents. Madison: The University of Wis- 
consin Press, 1958. Pp. xx, 315. $6.00. 

Here published for the first time are the minutes of the Hague Congress 
that were found among the papers of Hermann Schlueter, author of Die Inter- 
nationale in Amerika (Chicago 1918). They are at present the only known 
minutes of this Congress. The book contains also the report to the North 
American Federation of the International Workingmen’s Association on the 
Hague Congress, Maltman Barry’s eyewitness account of the meeting that first 
appeared in the conservative English Standard, and a biographical glossary. 


Hoskins, W. G. The Midland Peasant. The Economic and Social History of a 
Leicestershire Village. London: Macmillan and Co. Ldt; New York: St. 
Martin’s Press, 1957. Pp. xxii, 322. $6.75. 

The author has traced the life history of the village Wigston Magna from its 
Scandinavian origins in the ninth century until enclosure revolutionized its 
local landscape after 1766. He contrasts this Midland community with both the 
scattered settlements of the Norfolk parish of Forncett, studied by Miss Daven- 
port some fifty years ago, and the hamlet country of southwestern England. 


Kennedy, William F. Humanist versus Economist: The Economic Thought of 
Samuel Taylor Coleridge. (University of California Publications in Economics, 
Volume XVII). Berkeley: University of California Press, 1958. Pp. 96. $2.00. 
The author examines some of the relationships between the humanities and 

economics in this study of the thought of Samuel Taylor Coleridge, who was 
a leading figure in the humanities and who was also deeply concerned with 
economic problems and thought. The author uses the works of Coleridge to 
illustrate the proposition that economics may gain more meaning for the values 
of human life by looking to the humanities, by keeping the “way between the 
humanities and economics open” rather than closed through the rigorous adop- 
tion of the methods of science. 


Schroeder, Ernst. Krupp: Geschichte einer Unternehmerfamilie. (“Persoenlich- 
keit und Geschichte,” Band 5). Goettingen: Musterschmidt-Verlag, 1957, 
Pp. 82. 

This short biography of the Krupp family by the director of the Krupp 
archives in Essen traces the family’s activities from the sixteenth through the 
nineteenth centuries, showing the Krupp’s close connection with the history 
and growth of Essen. 


Woischnik, Bernhard. Alfred Krupp: Meister des Stahls; Das Lebensbild eines 
grossen Deutschen. Bad Godesberg: Verlag fuer Publizistik, 1957. Pp. 127. 
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An account of Alfred Krupp (1812-1887) and his business leadership in de- 
veloping the Krupp steel works from its debt-ridden state in 1826 until the end 
of his career. This brief history is concerned with both the firm and the family 
history of Alfred Krupp. 
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